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Report on Canadian Budget 


The Canadian “baby budget," introduced just before 
Christmas, has led many observers to fear that Canada is 
moving into economic isolationism. Budget measures in- 
cluded the discontinuance of incentives previously used to 
attract foreign investment capital and an amendment to the 
customs tariff designed to assist Canadian manufacturing. 
Do such provisions portend a major change in Canada's 
economic policy? This special report from the Board’s 
Montreal office explores the possibilities.........page 1 


Employment Expected To Increase in 1961— 
this month's Survey of Business Opinion and 
Experience 


Despite the current business contraction, executives respond- 
ing to this month's survey display cautious optimism regarding 
the longer-term outlook. Anticipations of 179 cooperating 
manufacturers for factory employment, capital spending, 
inventory levels, prices, new orders, and labor productivity 
in 1961 are reported on.....csesecececreceees page 9 


Foreign Operations: Investment Plans Rise 


Authorizations for foreign investment by United States 
manufacturers more than doubled from the third quarter of 
1959 to the third quarter of 1960. Both durables and 
nondurables industries contributed to the advance. This 
second report in a new Board survey discusses latest trends 
in approvals, expenditures, and backlogs, and indicates the 
future course of appropriations for foreign operations 

page 8 


Business Highlights: From Here to Spring 


In early 1961, business conditions are continuing the down- 
trend of the closing months of last year. The impact of the 
recession seems to be widely spread and is particularly 
evident in curtailed automobile production, inventory runoff, 
and a moderate decline in capital outlays. The near-term 
outlook, as suggested by emerging trends in these three 
sectors, is appraised On.........eeeeeeeeeee-- page 14 

Selected Business Indicators..........++++...page 47 


How Long Should Unemployment Benefits 
Be Paid? 


Business recessions have emerged as a major problem in 
determining appropriate time limits for unemployment 
benefits payments. The current business downturn and con- 
comitant rise in unemployment have prompted some persons 
to urge federal action to extend the duration of benefits in 
all states. A voluntary measure of this type was adopted in 
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1958, with passage of the Temporary Unempl 
Compensation Act. This article reviews the TUC pla 
scribes present duration provisions in state laws, an 
cusses reasons for the duration dilemma.........pag 
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Why was the cyclical position of the economy in ’ 
subject to so many diverse interpretations? Did the u 
tainties stem primarily from inadequate data or from ¢ 
culties of applying them? The Board’s chief economist 
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present review, Mr. Berridge discusses the problems 
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The number of business failures rose 10% from 195 
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s Canada Moving into Economic Isolationism? 


REPORT ON CANADIAN BUDGET 


ee “BABY BUDGET’ delivered by the federal Minister 
f Finance, the Hon. Donald Fleming, in the Canadian 
louse of Commons five days before last Christmas was 
stensibly a mild enough infant, yet it has given rise to a 
orm of controversy and conjecture both in Canada 
ond abroad. The budget, some quarters avow, marked 
1e first step in the direction of a new policy of economic 
olationism attributed to Mr. James E. Coyne, Gov- 
mor of the Bank of Canada, who is held by these 
pservers to be the eminence grise behind the Finance 
inister. While the budget’s provisions are open to 
arious interpretations, there is little to justify this 
ssumption of an imminent retreat from Canada’s 
umiliar postwar role as an advocate of liberal trade and 
‘ee movement of investment capital. 

Presented during a special session called by the 
rime Minister to debate the unemployment situation, 
he supplementary budget (the regular budget is pre- 
snted in the spring) did not contain the short-run 
mergency measures to stimulate the economy and 
reate jobs that had been urged by the Opposition and 
1 the press. It was, instead, devoted almost entirely to 
roblems of longer-run significance. Of these, the most 
nportant were the withdrawal of a number of tax con- 
essions hitherto afforded certain categories of non- 
esident investors; some other tax changes intended to 
hannel Canadian savings into domestic investments; 
he introduction in limited degree of accelerated capital 
ost allowances to encourage the establishment of new 
lants and processes and to attract industry to areas of 
hronic unemployment; and an amendment to the cus- 
oms tariff designed to assist Canadian manufacturing. 


conomic Review 


As is customary, the budget speech began with a re- 
lew of the economic situation. The Minister noted the 
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lack of buoyancy in the Canadian economy, a phenome- 
non also apparent in the United States and beginning to 
be reflected in the slowdown of the boom in Western 
Europe. In commenting on the Canadian scene, he made 
particular reference to four issues he deemed worthy of 
close attention: rising unemployment in the growing 
labor force, the increase in foreign competition, the 
slowdown of new investment with possibility of a change 
in the pattern of capital movements into Canada, and 
the effects of trade and international payments difficul- 
ties on domestic production and employment. These 
four considerations were the foundation from which the 
remainder of the speech developed. 

Mr. Fleming recalled the major features of the gov- 
ernment’s program of intended legislation for 1961, as 
outlined last November in the Speech from the Throne, 
and indicated how the budget’s provisions fitted into 
this program. He concluded his preamble by admitting 
that his forecast, made in the previous year’s April 
budget, of a 6% rise in gross national product between 
1959 and 1960 would not be realized, and that in conse- 
quence the 1960-1961 fiscal year would close with a 
federal deficit of close to $300 million in place of the 
$12-million surplus predicted. The Minister then turned 
to his proposals. 


The Budget’s Provisions 


Effective the beginning of this year, the amount of a 
corporation’s taxable income that is taxed at the low 
rate of 21%, as compared with the standard 50% that 
applies to the excess, will be increased from $25,000 to 
$35,000. This measure is designed principally to assist 
small businesses: some 55,000 out of the total number of 
62,000 corporate income taxpayers have incomes below 
$35,000 and will in future pay no more than 21%. 

As a long-term stimulus to employment in areas of 
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chronic labor surplus, the device of accelerated capital 
cost allowances is to be used. Double the normal rate 
will be allowed in respect of the first year’s investment 
made in any of the regions of continuing unemployment 
to be designated by the government. 

This measure will operate experimentally for two 
years and appears as a rather rudimentary version of the 
schemes that have been operating for some time in 
various overseas countries, such as Britain, where a 
carefully evolved plan of tax incentives for the estab- 
lishment of industries in areas of high unemployment 
has been generally successful in its avowed objective. 

Some economists have noted that the British program 
has been attacked by a number of authorities in the 
United Kingdom in recent years as tending to perpetu- 
ate the existence of manpower in unsuitable areas when 
it would be better relocated. They have also drawn at- 
tention to the fact that the Rand Commission on the 
Nova Scotia coal industry, which submitted its report 
recently, dismissed the attraction of new industries to 
Cape Breton as an inefficient way of absorbing surplus 
labor from the mines. Other critics have questioned 
whether such limited treatment will be effective in 
inducing industry to locate in the regions desired. But 
the more general reaction seems to be that the measure 
represents a forward step, however tentative, in the 
solution of a hitherto. neglected problem. 

The same incentive is also to be used as a means of 
encouraging the production of goods not previously 
manufactured in Canada and the further processing of 
Canadian raw materials. As in the case of the induce- 
ment to establish plants in areas of unemployment, 
doubt is being expressed as to its efficacy in furthering 
these new types of production. But it is felt that the 
device will certainly be of assistance to Canadian manu- 
facturers where the product concerned is also able to 
enjoy the benefit of the new tariff rulings. A more posi- 
tive criticism of both this and the tariff changes is that 
they represent a move towards increased protectionism, 
carried out in such a way as to fall outside the rules of 
the General Agreement on Tariffs and Trade. 


Controversial Items 


But the items in the budget that have given rise to 
the most controversy are those concerning Canadian in- 
vestment at home and the inflow of foreign capital into 
Canada. 

In an attempt to “achieve greater participation of 
Canadian capital in the ownership and control of 
Canadian industry,” it is proposed that by 1963 invest- 
ment and mutual funds must derive at least 75% of 
their gross revenue in the form of dividends from tax- 
able Canadian corporations, and employee pension 
plans 90% of their gross revenues from Canadian 
sources, if they are to continue to be entitled to the 
special tax advantages they now enjoy. Another induce- 
ment to Canadians to invest in Canadian securities is 
provided by the repeal of the 4% surtax on investment 
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income derived from Canadian sources. These ae 
ments are consistent with the principle of Canada’s 
dividend tax credit. ¢ 
As regards foreign capital, the budget includes severall 
proposals withdrawing tax concessions previously ap-}! 
plicable to certain categories of foreign investment. | 
These concessions have applied to the flat 15% with- 
holding tax that is imposed on income from property” 
owned in Canada by a nonresident. Until now, the 
income tax act has exempted from this tax the interest? 
paid on Government of Canada bonds, has reduced tor} 
5% the rate of tax payable on interest on bonds issued!) 
by the Canadian provinces, and has generally exempted! 
bond interest payable in a foreign currency. All theses 
concessions are now withdrawn for securities issued 
after the date of the budget. 
The budget also seeks to raise uniformly to 15% the : 
withholding tax on all dividends paid by Canadian resi+ 
dent corporations to nonresident shareholders. In the 
past, various categories of corporate shareholders have 
received differential treatment, and indeed Canada has 
tax treaties with certain countries that reciprocally, 
prohibit the imposition of rates higher than 5%. Mr» 
Fleming noted that renegotiation would be necessary it 
some cases. (Article XI, 3. of the Canada-U. S. Recipro+ 
cal Tax Convention expressly provides that either of the 
contracting states may vary the rate of its withholding) 
tax without notice; the United States immediately 
amended its treatment of Canadian shareholders ir 
American companies accordingly. ) 
Finally, a special tax of 15%, in addition to normat 
corporate income taxes, and assessed on profits there» 
after, is to be levied on profits of unincorporated 
branches of foreign companies (except banks, life insur’ 
ance companies, and certain transportation and com 
munications facilities) earned after 1960. As before, ta 
treaties with some countries will prevent the immediati 
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imposition of this tax, and it is intended to open negotia- 
tions for the amendment of the agreements concerned. 


Shades of Mr. Coyne? 


These tax changes in regard to investment have been 
the principal stimuli to the suggestion that Canada is 
retreating into economic isolationism. The inference has 
been drawn, quite obviously, because the actions taken 
appear to fit into the thesis that has been developed 
over the past year by the Governor of the Bank of 
Canada, Mr. James Coyne.! This thesis is, it will be 
recalled, that Canada has long been “living beyond her 
means” by running enormous deficits on current ac- 
count, which have been financed by equally huge inflows 
of foreign capital. 

This situation, in Mr. Coyne’s view, is inherently 
extremely vulnerable, as any sharp changes in the pat- 
tern of trade and capital movements, although other- 
wise self-balancing, might leave the country ill able to 
continue the still-expanding repayments on its existing 
international indebtedness (over $15 billion at the end 


1See “Foreign Investment and the Balance of Payments,” The 
Business Record, October, 1960 
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of 1959). The Governor also believes that the heavy for- 
eign capital inflow has contributed to unemployment 
by forcing up the value of the Canadian dollar in terms 
of foreign currencies, a development that has the effect 
of cheapening imports and making exports more expen- 
sive, with adverse consequences for Canadian produc- 
tion and employment. 

Mr. Coyne has intimated that to attempt to increase 
exports—as is now being done in an enthusiastic cam- 
paign by the new Minister of Trade and Commerce, Mr. 
George Hees—is no sufficient solution to this problem, 
because the demand for Canadian funds to pay for these 
exports merely pushes the exchange rate up further, 
largely offsetting any gains made. He has submitted, 
therefore, that the answer must lie in a reduction in 
capital inflows from abroad, so as to depress the ex- 
change rate, thus tending to assist exports and lower 
imports. At the same time, Mr. Coyne contends that 
efforts must be made to stimulate Canadian investment 
in order to make up for the loss of foreign capital. 

All these ingredients were contained in Mr. Fleming’s 
budget, and indeed large sections of the Finance Minis- 
ter’s speech were couched in what looked very much 
like pure Coynesian phraseology: 


“‘In the circumstances of today, if capital flows in from abroad 
in forms and in amounts that put upward pressure on the ex- 
ternal value of our dollar, it impairs the competitive position of 
Canadian producers in both domestic and foreign markets. Im- 
ports of goods and services become unduly expanded, exports 
less than they could be, and our current-account deficit becomes 
unnecessarily enlarged. While in many circumstances, and 
under many conditions, capital imports enlarge employment, aid 
productivity and broaden markets, they can also, in a different 
environment, aggravate an existing unemployment situation. 

. In view of basic changes in the world economic 
environment, and Canada's altered situation, we must recon- 
sider whether we wish, indeed whether we can afford, to give 
to foreign capital the special attractions and incentives to come 
to Canada that were appropriate in past years.” 


Changes in Customs Tariff 


The same impression was further strengthened by the 
nature of the changes in the customs tariff that com- 
pleted the budget’s provisions. These changes concerned 
the interpretation placed upon the words “‘of a class or 
kind not made in Canada,” which appear in certain 
items. This category of imported goods is subject to a 
markedly lower rate of duty, in most cases, than applies 
to products that are manufactured in Canada, and it 
was the Minister’s contention that articles have been 
frequently classified as not of a class or kind made 
domestically when they are not precisely similar to the 
Canadian product—an interpretation which he did not 
believe was the intention when the items concerned 
were originally enacted. 

Mr. Fleming proposed, therefore, that the interpreta- 
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tion of these words should in future be broadened as 
follows: In the case of ‘custom made” products, which 
are commonly made for a specific location or task and 
are often substantially different from other products 
that might be manufactured to fulfill similar functions 
elsewhere, the question will in effect be whether there 
exists in Canada the installed capacity and technical 
ability for the economic production of the unit con- 
cerned within a reasonable period of time. In the case of 
“shelf goods,” which are often similar in nature or pur- 
pose to other products without being identical, the prac- 
tice will be to determine whether goods of approximately 
the same class or kind are being made in Canada. 
These amendments have also seemed to some ob- 
servers to be tailored to Mr. Coyne’s argument, for he 
has held that, if the inflow of foreign capital were to be 
reduced, the exchange rate lowered, and merchandise 
trade brought into better balance, Canadian production 
would have to be stimulated to ensure that the new 
equilibrium was not achieved at the cost of a decreased 
rate of industrial expansion. Although the Governor has 
never stated very precisely what means he would use to 
encourage domestic production, it has been reasoned 
that such devices as these changes in the interpretation 
of “class or kind” could well be the type of action he 
has had in mind, since they will have the effect of in- 


creasing protection against imports without contraven- 
ing the rules of the GATT. 


Exaggerated Inferences 


However, although there is little doubt that the 
Finance Minister shares many of Mr. Coyne’s misgiv- 
ings about the imbalances in Canada’s trade and pay- 
ments and has accepted some part of his views as to the 
proper method of solving these difficulties, it seems alto- 
gether unnecessary to dramatize the Minister’s policy 
by attributing it to the Governor of the central bank or 
by inferring sensational objectives. 

The inducements to Canadian investors to invest 
more extensively in Canadian securities are moderate by 
any test of national policy and are in keeping with a 
public sentiment that has been heard for years from 
every political quarter. The budget’s provisions in re- 
spect to foreign capital involve, in every case except one, 
no more than the withdrawal of incentives to invest- 
ment in Canada that had been introduced in earlier days 
by way of departure.from a general rule and had be- 
come something of an anomaly. The sole exception—the 
new tax on profits of unincorporated branches of foreign 
companies—logically puts this type of operation on ap- 
proximately the same basis as incorporated subsidiaries, 
when branch organizations would otherwise have gained 
a substantial tax advantage. 

In his speech, Mr. Fleming repeatedly denied any 
intention to restrict foreign investment: 


‘It has sometimes been asserted that the participation of 
foreigners in Canadian business and in our capital markets 
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should no longer be welcome and that investment from abroad 
should be sharply curtailed by policies directed to this end. This 
is not the view of this government. . . . 

“In any event, it is not really open to Canada to retreat into 
economic isolationism. Our country is committed by its very 
nature and by its history to participation in world trade and to~ 
full membership in the international community. . . . 

‘'On more occasions than | can number, both in this House | 
and elsewhere, | have spoken of our need for equipment, foi 
markets, and for techniques which accompany investment from 
abroad. We will want this investment, in greater or lesser 
degree, for many years to come. Accordingly we must continue” 
to maintain a climate hospitable to foreign investment in this ’ 
GOUNT View. sn: 


Finally, the changes in the customs classification, | 
although they certainly could lead to an effective in- + 
crease in the protection afforded certain areas of Ca- 
nadian industry, depend so entirely on the interpreta- | 
tion of such words as “reasonable” and “‘approximately” | 
that it is impossible at this stage to say what their result” 
may be. Mr. Fleming’s pronouncements on the subject — 
of tariff protection in the past have suggested no sharp ~ 
deviation from the policy that the present government 
inherited, and in the budget itself he observed that “it 
would be quite out of keeping . . . to adopt towards 
imports the narrowly restrictive approach which is so 
often urged upon us.” 


The Best of Both Worlds i 


Thus the only fair statement at the moment is that 
some relatively slight changes are to be effected in tax; 
and tariff legislation that seem to tie in with a desire on | 
the part of the government to bring the country’s trade} 
and payments into closer balance. Had all these meas- } 


res been incorporated in the regular crop of tax amend- 
ments that comes out each spring in the annual federal 
budget, they would have attracted less speculation. It is 
their unseasonable appearance in December that has 
suggested a sudden change of climate. But it is perhaps 
nearer the mark to recognize a deliberately calculated 
announcement effect having the intention, basically 
hared by most Canadians, of combining as far as pos- 
sible the best of both worlds: the security of economic 
autonomy with the freedom of an open economy. 
The immediate practical result has been a welcome 
decline in the exchange value of the Canadian dollar,! 
the public reception of the budget coinciding with a 
seasonal demand in Canada for United States funds. 
The exchange rate will continue to be the most sensitive 
indicator of any long-term consequences on trade or 
investment. 

Roy A. MarrHEews 
Canadian Office 

1The premium on the Canadian dollar fell from approximately 2% 


on December 20 to about 144% by the end of the month, where it 
remained at the time this article went to the printers 
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Employment Expected 


To Increase in 1961 


| EMPLOYMENT is expected to increase or at 
least hold at present levels during 1961 in a majority of 
the 179 manufacturing companies participating in THE 
ONFERENCE Boarp’s latest monthly survey of business 
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opinion and experience. Despite the current spottiness 
of business, there is cautious optimism regarding the 
longer-term outlook. As one executive comments: 


“Obviously the entire American economy is passing through a 
waiting and watching period to see what changes may be made 
as a result of the elections. As things begin to settle down, there 
doesn't seem to be any question but that we will look for a 
strong improvement in the general economic growth."’ 


FACTORY EMPLOYMENT 


Factory employment is expected to increase or at 
least to remain at present levels during the next twelve 
months in eight out of ten companies reporting on this 
point. Half of these 160 companies expect little change 
in 1961 beyond the normal seasonal fluctuations. Three 
out of ten expect employment to be higher than at 
present during the next twelve months, while only a 
fifth expect declines. Most of the expected increases or 
decreases in employment are less than 10%. 

Prospects for increased employment in 1961 appear 
to be more promising in the metalworking industries 
than in the nonmetal industries. Thirty-five per cent of 
the cooperating metalworking companies expect to in- 
crease their employment, 45% expect a stable work 
force, and 20% anticipate a drop in the number of their 
employees. Among the nonmetal companies only 24% 
predict an increase, 57% expect their work forces to 
remain at present levels, and 19% anticipate a decline. 

However, as the president of a steel company points 
out, projected increases in some companies may simply 
reflect a return to a more normal level of employment 
after a period of depressed activity. 


CAPITAL SPENDING PLANS FIRM 


Nearly eight out of ten of the 168 respondents who 
commented on their 1961 capital spending expectations 
state that they have not changed their plans in the last 
two months. Last fall, about one fourth of the manufac- 
turers surveyed planned to increase their rate of capital 
expenditures in 1961 over their average capital spending 
in 1960. Forty per cent expected their capital outlays to 
equal the 1960 average; the remainder expected their 
1961 outlays to be lower than in 1960. In the present 
survey, 8% of the cooperating companies report that 
they have made upward revisions in their 1961 capital 
spending plans during the last two months, and 13% 
indicate that they have decided to cut back. 


HOLDING THE LINE ON INVENTORIES 


Nor has the business climate in the last quarter of 
1960 caused any great change in planned inventory in- 
vestments during the first six months of 1961. Four out 
of five cooperating companies report that their esti- 
mates of inventory levels at mid-1961 are the same as 
the estimates they made last fall, when 37% of the 
responding companies predicted a downward trend in 


their inventories by mid-1961, 27% anticipated in- 
creases, and 37% expected no change. The-remaining 
companies are almost evenly divided between those now 
expecting upward revisions in inventories and those 
expecting lower-than-forecast inventories by midyear. 


SOME SOFTENING IN PRICES 


Four out of ten of the 173 companies commenting on 
recent price trends state that there has been some 
softening in the net prices of major items that they 
purchase. Over 50% have noticed no change in price 
levels, and only 5% report paying higher prices. 

Softening in prices paid is more noticeable among 
nonmetal companies than among the metalworking 
companies—54% are enjoying lower prices as against 
34% of the metalworking companies. 

A food company president who finds suppliers more 
willing to make concessions writes: 


‘Net prices of some of the major items seem to be very 
slightly lower. List prices have not changed, but there is more 
tendency on the part of major suppliers to reduce prices for 
certain guaranteed regular deliveries of specification goods.’ 


And a nonferrous metals company president observes: 


‘There has been a mild softening in the prices of certain 
things we buy, but these have been more than passed on by 
price reductions in the products we make. If seems to us that the 
whole price structure is crumbling under the impact of foreign 
importations, and the insistent desire of all of us to get every 
bit of business we can, even at the expense of the slight remain- 
ing profits.’ 


Future Prices Firm or Higher 


*Despite the slight current softening in prices, a 
majority of respondents believe that prices will steady 
in the next six months, and a substantial number expect 


Expected Changes in Factory Employment during 1961 


Metal Nonmetal All Companies 
Number Per Number Per Number Per 
of Cent of Cent of Cent 
Companies Companies Companies 

Higher by unspecified 

MOUs chase hain ae 2 rey 4 5.9 6 3.7 
20% to 30% higher. . . 3 3.3 1 1.5 4 2.5 
10% to 19.9% higher . 6 6.5 2 2.9 8 5.0 
0.1% to9.9%higher.. 217 22.8 9 13.2 30 18.8 
Unchanged......... 41 44.5 39 5753 80 50.0 
0.1% to 9.9% lower.. 10 10.9 8 11.8 18 dilizs 
10% to 19.9% lower. . 6 6.5 1 1.5 if 4.4 
20% to 30% lower.... 1 1.1 1 1.5 2 1.2 
Lower by unspecified 

MOUNT tele ait a enh 2 BLY) 3 4.4 5 3.1 

ROE Nei eee te 92 100.0 68 100.0 160 100.0 


Revisions in January—June, 1961 Capital Spending Plans 
during Past Two Months! 


Metal Nonmetal All Companies 

Number Per Number Per Number Per 

of Cent of Cent of Cent 

Companies Companies Companies 

Revised upward...... 5 4.9 9 13.5 14 8.3 
Unchanged......... 85 84.2 48 71.6 133 79.2 
Revised downward... . 11 10.9 10 14.9 21 12.5 
Totals ans. cecnecue ators 101 100.0 67 100.0 168 100.0 


1 November and December 


an upward trend. A quarter of the companies expect 
higher prices as against 59% anticipating steady prices 
and 15% expecting decreases. 

A larger proportion of the metalworking companies 
(33%) expect increases than nonmetal companies (17%). 
A fifth of the nonmetal companies expect a downward 
drift as compared with 11% of the metalworking 
companies. 


NOVEMBER ORDERS SLIGHTLY LOWER 


After adjusting for seasonal influences, a few more 
companies experienced a decline in orders from October 
to November than experienced a rise (37% vs. 34%). 
Three in ten companies showed no appreciable change 
in their November new-order rate as compared with 
their October rate. The metalworking companies fared 
better than the nonmetal companies; the most notable 
pickup in orders was reported in the blast furnace and 
steel mill, hardware, general industrial machinery, and 
metalworking machinery industries. An increase in 
orders was reported by 38% of the metalworking com- 
panies, as against only 27% of the nonmetal companies,, 
responding to the survey. 

Some increase in both metal and nonmetal companies: 
represented improvements from depressed levels. A 
paper company executive, for example, writes: ““Novem-~ 
ber orders were better than October, but October was 
miserable and November was not up to normal budget.” 
And a petroleum company executive sums up the sit- 
uation in his company by saying: ‘“‘Over-all, November 
was a weak month.” 


Outlook for New Orders 


More than six out of ten of the 132 companies tha‘ 
reported on their new-order outlook are neither mors 
optimistic nor more pessimistic than they were a montl 
ago. The remaining four out of ten are about evenly 
divided between those who are more optimistic ane 
those who are less optimistic. The metalworking com 
panies tend to be more optimistic, while pessimism ii 
more noticeable among the nonmetal companies. 

The following comment from a steel company chai 
man expresses an optimistic point of view: 


‘‘We feel that we have been dragging on bottom for som 


BUSINESS RECOR!: 


hanges in New Orders: November 1960 vs. October 1960 


Metals Nonmetals All Companies 
Number Per Number Per Number Per 
of Cent of Cent of Cent 
Companies Companies Companies 
igher by unspecified 
amount.......... 16 16.2 5 7.8 21 12.9 
igher by 30% or more 2 2.0 1 1.5, 3 1.8 
0% to 29.9% higher. 2 2.0 2 Ser 4 2.5 
0% to 19.9% higher . 9 9.1 3 4.7 12 7.4 
.1% to 9.9% higher. . 9 9.1 6 9.4 15 9.2 
Inchanged......... 25 25:3 22 34.4 47 28.9 
1% to 9.9% lower. . 16 16.2 6 9.4 22 13.5 
0% to 19.9% lower. . 4 4.0 5 7.8 9 5.5 
0% to 30% lower 2 2.0 2 1.2 
ower by 30% or more 2 2.0 2 1.2 
ower by unspecified 
AM OUNE eich nic «1s 12 12.1 14 2t.9. 26 15.9 
MO aca a.'s oheie, ee 99 100.0 64 100.0 163 100.0 


ime and that after January 1 we will look definitely better. We 
re getting many rush orders for which our customers are really 
rantic, indicating that their inventories are badly depleted."’ 


ut the president of another steel company writes: 


“We are slightly more pessimistic about our new-order out- 
k than we were a month ago. This is because we had a 
eeling a month ago that things had started upward, and this 
eeling turned out to be unfounded.” 


BOR PRODUCTIVITY MAINTAINED 


While new orders continued to be disappointing to 
any companies, most companies cooperating in this 
onth’s survey believe that the current decline in 
usiness has not seriously affected the productivity of 
heir workers. Only eleven (7%) of the 141 executives 
ommenting on this point have observed a reduction in 
he productivity of their workers. In contrast, nearly 
ee out of ten companies believe that productivity 
lnas improved. 

Several executives note that slowdowns in business 
sually bring about reductions in productivity because 
f their workers’ desire to stretch out available work. A 
extiles executive reports a mixed reaction on the part 
bf his company’s work force: 


“Our usual observation of labor productivity during a slow- 
Jown in business is that hourly workers tend to stretch out the 
work, while the efficiency of piece workers actually increases, 
since they try to maintain earnings at overtime levels." 


An executive who has observed an increase in pro- 
ductivity writes: 


“Most of our labor work is machine-paced, but we have 
oticed considerably more cooperation on the part of the unions 
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in raising their productivity level to that of the machines’ capaci- 
ties; our average machine output seems to be up 2%.’ 


Improving Labor Productivity 


The companies cooperating in this month’s survey 
are employing a rather wide variety of methods in their 
efforts to improve productivity. Many report the 
addition of new and improved machinery and equip- 
ment, and a considerable number of companies hope to 
increase productivity by various improvements in 
factory methods and procedures, work simplification, 
consolidation of departments, and better planning and 
scheduling. Other reported activities directed toward 
increasing productivity include: conducting industrial 
engineering and value analysis studies, setting pro- 
duction standards, establishing cost and budgetary 
controls, maintaining closer control on scrap and re- 
work, and “generally tightening up.” 

Among the methods being employed to improve the 
performance of individual workers are training pro- 
grams, improved communications with workers, closer 
supervision, increased incentives, elimination of in- 
efficient workers, better selection of personnel, better 
working conditions, shorter hours, revision of piece 
rates, and modification of working rules. 

But at least one executive questions the merit of 
crash programs to improve productivity. He writes: 


“| think we are guilty, as are many other companies, of 
cracking down during slow, depressed periods in our operations 
and then doing a turn-about when our business picks up and is 
running along at a satisfactory level. There is an effect on 
employees that is hard to measure, but | believe this incon- 
sistency, which | think is typical in many industrial firms, is 
demoralizing. The best results are obtained, in our opinion, from 
consistency in policy toward the work effort expected, costs and 
similar matters that seem to receive attention only during de- 
pressed periods.”’ 

G. CLiark THOMPSON 
Francis J. WALSH, JR. 
Division of Business Practices 


Business Bookshelf 


The Liberal Hour—A collection of expanded lectures and mag- 
azine articles on subjects ranging from inflation, peaceful 
competition with the Russians, rereading history, Henry 
Ford, and the buying of abandoned farms in Vermont. By 
John Kenneth Galbraith. Houghton Mifflin Company, Boston, 
Massachusetis, 1960, 197 pages. $3.50. 


American Trade with Asia and the Far East—A collection of 
papers first delivered at a conference at Marquette Univer- 
sity in April, 1958, in which the authors examine the factors 
influencing the nature and volume of United States trade 
with Asia and the Far East. Edited by Robert J. Barr. The 
Marquette University Press, Milwaukee, Wisconsin, 1959, 
317 pages. $9.00. 
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DURABLES SPARK FOREIGN 
SPENDING OUTLOOK 


Relationship between foreign capital 
appropriations and expenditures, 
from first three quarters of 1959 to 
similar period of 1960 


= 
I-III 1960 


Based upon reports from 149 com- 
panies providing information for 
1959 and 1960 


Source: The Conference Board 


Foreign Operations: 


Investment Plans Rise 


This is the second report in a new series of regular quar 
terly surveys of capital appropriations approved by United 
States manufacturing firms for expenditure in foreign coun- 
tries. This new study is conducted by The Conference Board 
and sponsored by Newsweek magazine. The initial article, in 
The Business Record for October, 1960, explained in some 
detail the scope and coverage of the survey. 

For the period extending from the first quarter of 1959 
through the third quarter of 1960, 149 companies have con 
tributed information on foreign appropriations and expendi 
tures, an increase of nine firms since the first report. In the 
early period of a new survey the size and composition of the 
samples tend to change as more companies participate. For 
this reason, the appropriation and expenditure figures are 
recomputed in entirety from the initial quarter of the study (in 
this case, the first quarter of 1959), so that an internally 
consistent series is provided for comparisons. 

The data in table 2 of the present article thus represent the 
record of an identical set of companies reporting for all 
seven quarters now covered by the survey. These data differ 
slightly from those in table 1 of the initial article. Changes in 
the figures for 1959 and the first quarter of 1960 are infre- 
quent and minor. Changes in data for the second quarter of 
1960 are attributable to revisions of previously reported 
figures. 


HME cette for foreign investment by United 
States manufacturing companies more than doubled be= 
tween the third quarter of 1959 and the third quarter of 
1960. The rate of year-to-year gains grew successively 
larger from the first to the third quarter of 1960, and the 
margin of increase for the entire nine months came to 
more than a third. 

In this same period, actual expenditures were slightly 
below the previous year’s levels and were about a third 
less than the volume of currently approved appropria- 
tions. In contrast, investment outlays in the same 
months of 1959 had almost equaled the smaller volume 
of appropriations authorized at that time. 

Thus, whereas unexpended appropriations increased 
negligibly from January to September in 1959, they ex- 
panded rapidly in 1960. Among the 149 firms reporting 
foreign operations for both years, unspent funds grew by 
more than $250 million during the first three quarters 
of 1960. This accumulation of uninvested appropriations 
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n itself exceeded the average quarterly expenditure 
uring the period by three eighths. Hence, in the first 
ine months of 1960, a considerably larger reservoir of 
ands was provided for future foreign investment than 
ad been in 1959, thanks to the recent dramatic rise in 
unds newly earmarked for this purpose. 


Approvals Advance 


Year-to-year percentage changes aid in tracing the 
rends in newly authorized appropriations and in capital 
xpenditures. On this basis, each quarter of 1960 wit- 
1essed gains in appropriations relative to the corre- 
ponding periods of 1959. The advances, moreover, 
creased in size from quarter to quarter, beginning with 
, rise of only 8% in the first quarter and followed by 
mother gain of about one third in the second three 
nonths and a third-quarter boost of more than 100%. 

Durable goods manufacturers raised their investment 
sbjectives by large jumps over the preceding year in the 
econd and third quarters of 1960, dramatically revers- 
ng a moderate first-quarter cutback. The nine-month 
.dvance in durables approvals exceeded 125%. 
Meanwhile the nondurables industries also raised 
tppropriations, but much more modestly. A second- 
uarter reduction of a third limited the nine-month 
ncrease to about 7% over the 1959 sum. 


Expenditures Retreat 


t the same time, actual expenditures abroad were a 
ittle smaller in the first three quarters of 1960 than a 
year earlier. The nondurable goods industries, however, 
osted a moderate rise in the third quarter, raising the 
hird-quarter total for all manufacturing industries by a 
odest 6% above the 1959 level. 


Millions of dollars 
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Durable goods manufacturers cut their outlays below 
the year-ago amounts by 14% in the first quarter and by 
20% in the following three months. In the third quarter, 
however, durables expenditures closely approached their 
mark in the same period of 1959. Capital spending in the 
nondurable goods industries fell below 1959 rates during 
the first and second quarters of 1960, but exceeded the 
year-ago sum by almost a tenth in the third quarter. 
Thus, in both durable and nondurable goods fields, 
previous boosts in funds earmarked for foreign invest- 
ment were already apparently taking effect in a rising 
tendency of actual installations by the third quarter of 
1960. 


Backlogs Gain 


As a result of the divergence between rising approvals 
and declining outlays in the first nine months of 1960, 
unspent appropriations increased significantly in both 
the durable and nondurable goods sectors. 

During the first three periods of 1960, the increment 
in approval backlogs of currently reporting firms in the 
durable goods industries came to more than $188 mil- 
lion. The same companies had reduced their backlogs of 
uninvested approvals by a little over $15 million during 
the first three quarters of 1959. 

The nondurable goods producers increased their ap- 
proval backlogs by about $21 million from January to 
September of 1959, whereas in the same period of 1960 
their pool of unspent funds rose by more than $65 mil- 
lion, or about three times as much. 


Quarterly Backlog Changes 


Despite the broad similarity of the nine-month results 
in durables and nondurables backlogs in 1959 and 1960, 


Table 1: Foreign Appropriations and Expenditures, 1959-1960! 


Percentage Changes: 


Third Quarter: First Nine Months: Il 1959 I-IIl 1959 
t to 
1959 1960 1959 1960 WM 1960 I-Ill 1960 
{1 manufacturing 
ADDODIGHONSHIMP TG) its tress adie Tel rene Sas.n les 121.7 25152 589.6 806.4 +106 +37 
EXDenGiiuresse eee tre Sacer ksis Medan sie tea ewe 194.7 206.2 583.5 552.7 +6 —5§ 
Kehangeinibacklog in tet seh ss coe sas Segoe n Hane —73.1 +45.1 +6.1 +253.7 ae 
urable goods industries 
A PODIIGHONS sere 8 ie Sine he aaaeie o s_ wee as 26.0 98.7 134.6 320.4 +279 +138 
ERDONCANULES Area tpMieh UNG isle cies 8 owls ok ce so te 53.8 52.3 149.7 131.8 —3 —12 
Ghangesnjbacklogivgohs <0. see owes here et as pees Ph Fé +46.3 — 1151) +188.5 
ondurable goods industries 
PABDLOPHICHONS cao port Mette ie: at seeeneramete visions Paes 95.7 152.6 455.0 486.0 +59 +7 
EXDENCHURES A ereae fais susie sais. ehtun axes onwais, AE tag ies 141.0 153.8 433.8 420.9 +9 — J 
HONG ELIMI DEACKIOGE una. ahs da sab tale vince chine — 45.3 —1.3 +21.3 +65.2 ae 


FOOTNOTES TO TABLES 1 AND 2: 


8 Includes motor vehicles, and all nonautomotive transportation equipment 


Source: The Conference Board 
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1 Based upon reports from 149 companies providing foreign appropriations information for 1959 and 1960. Figures may not add to totals because of rounding 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 


4|ncludes other nondurable goods industries not shown separately: tobacco’ \apparel, leather and leather products, and printing and publishing 


Table 2: Appropriations and Expenditures For Foreign Operations, 1959-1960! 


[Footnotes on page 9] Millions of dollars 
1959 1960 First Nine Months 
| i] il IV ! ll Ul 1959 1960 
All manufacturing 
Appropriations.jn)5 a) tian, cis oe el tee ee 256.3 211.6 121.7 168.4 276.9 278.3 251.2 589.6 806.4 
Expenditures cs, socio )s <9 3d atop cen ienievedss 179.5 209.2 194.7 249.8 169.8 176.7 206.2 583.5 552.7 
Ghange in backlog... osc os0 es samen iis +76.9 $2.3 —73.1 —81.4 +107.1 +101.6 +45.1 +6.1 +253.7 
Durable goods industries? 
Approprictions 2.2.04.) seis this sale op oete ses 66.4 42.2 26.0 43.4 55.4 166.3 98.7 134.6 320.4 
Expenditures: woe dev dearl ciao caoatae.. 6 44.5 51.4 53.8 48.1 38.1 41.4 52.3 149.7 131.8 
Changa:in' backlog -.4 gc. testes Ste eee +21.9 —9.3 —27.7 —4.7 +17.3 +1249 +46.3 —15.1 +188.5 
Primary iron and steel 
Appropriations, fris.,e eel eee ee eae eyes 17.6 3.2 1.3 10.1 6.8 1.5 ay 22.1 9.2 
Exponditures:..4,.c.2)<,- sicrache Seniors setter 4.6 4.5 ray f 5.3 3.7 3.3 Saw 11.8 10.2 
Change in backlog... .....0...0c sec ceees +13.1 —1.3 —1.5 +4.8 +3.1 —1.8 —2.3 +10.3 —1.0 
Primary nonferrous metals ’ 
ADPFODFIGHIONS oi.0. 5.0.4 6 ny/a1 50s 2/2 10» ol oebvsrmppiedsget ere 14.4 8.2 3.2 3.8 13.4 95.5 2.1 25.8 111.0 
Expenditures... 22. tiscis! sts ainetais se sake tear 17.0 16.2 14.0 11.9 8:28 7.5 9.9 47.2 26.1 
Change in backlog? =. 5 6c cian susers eye oot —2.6 —7.9 —10.9 —8.1 +4.8 +88.0 —7.9 —21.4 +84.8 
Electrical machinery and equipment : 
Approprictions).\¢.)s2 sic: sicissele chet srttehe retentions) « 4.0 5.9 3.0 See 2.4 6.8 11.8 12.8 20.9 
Expenditures?) 3:0 t1c - sates oid sts iat tee muays Pays 2.4 2.8 4.3 4.0 3.6 3.6 7.7 11.2 
Change in: bockloginc.ci su sien ain eee +1.4 +3.4 +.3 +.9 —1.6 +3.2 +8.2 +5.1 +9.7 
Machinery, except electrical 
Approprighons'’)cct aise cimets ee eee 6.7 1.2 EWA 6.1 5.0 1.4 = 11.5 9.59 
Expenditures) oy4i.1k oie aie wlevete ai taete stadt aloes a2 4.6 5.9 4.1 4.5 4.3 4.5 13.6 13.3 
Change in'backlog’. «<2 ..'» Aebieieo eatin +3.5 —3.4 —2.2 +2.0 +.5 —2.9 —1.4 —2.1 —3.8 
Transportation equipment*® 
Appropriations; 2s, .arals ao ieee yee 11.3 6.3 11.6 10.7 19.6 55:5 74.9 29.3 149.9 
Expenditures’. << ..aha sscte waver ierevore eatattels esters 13.3 14,1 21.5 13.5 8.8 14.3 21.9 48.9 45.0 
Change in backlog: 3..3 2 aces ase ae —2.0 —7.8 —9.8 —2.8 +10.8 ++41.1 +53.0 —19.7 +105.0 
Stone, clay, and glass products 
Appropriations’: .\<. sa: tejoayts ines eee ie 7.4 14.2 io 5.8 1.7 1.3 4.3 22.9 7.3 
Exponcdituresiic «occ seven ia can aieataehen casts 1.3 5.7 3.2 4.9 Bates 4.5 4.8 10.2 13.0 
Ghange in backlog. « =<. <. 1.0 Sapraaeiat en +6.1 +8.5 —1.9 +1.0 —2.0 —3.2 —.5 +12.6 —5.7 
Fabricated metal products 
Appropriations a eirciaciiisk eeiac seen 2.8 2.6 1.6 8 4.4 3.8 3 7.0 8.5 
Expenditures §).)..S.< sdhesntoclavaatenarean elaine 1.9 3.2 3.0 iy 4.0° 2.9 2.9 8.0 9.8 
Change.in backlogs... «casera Reine +.9 —.5 —1.4 —2.4 +.4 +1.0 —2.6 —1.0 —1.3 
Nondurable goods industries 
APPropriations)s).<2.4.5,4 ce aint sss ae ele 189.9 169.4 95.7 125.0 221.5 112.0 152.5 455.0 486.0 © 
sExpenditures:, 3c acerca nea ee 134.9 157.8 141.0 201.7 131.7 135.3 153.8 433.7 420.9 
Change:in: backlog:;).1. censors agit aie +55.0 +11.6 —45.3 —76.7 +89.8 — 23.3 —1.3 +21.3 +65.2 
Food and beverages 
Appropriations. .1 . | eee ste ssisnene ar ee 5.6 3.4 1.6 3.6 15.0 7.2 7.9 10.6 30.1 
Expenditures .<) ¢<iet2h .ccs say shs acedus a ete ew 4.1 Sia 4.6 5.6 6.9 5.5 5.1 11.8 17.58 
Change in backlog... ...........0e0e000> +1.5 +.3 —3.0 —-19 +8.1 +1.7 +2.8 —1.2 +12.6 
Textile-mill products 
Appropridtions’; ayes ce weve sine on Ue Brome. on 9 fe 2.1 5 5 n°) 1.4 3.4 2.8 
Expenditures... ... A AF e horse oe Ole MR 1.0 7 ) sz 7 let 1.2 2.3 3.0 
Ghange'in backlog 2s... 6 cic. nse bodes ne =,2 —.3 +1.6 —.7 —.2 —.2 +.2 ae —.3 
Paper and allied products 
Appropriations............... Jc Ea 11.3 2.7 2.8 3.8 4.7 4.3 3.3 16.7 12.3 
EXDONGITUTOS sects «oo ae aise eae a ee ee 4.8 5.3 4.7 52 3.8 4.4 5.1 14.7 13.3 
Ehange in backlog’: <= sys.0. 8as-0 2/00 epoca atare rs +6.5 26) —1.9 —1.4 +.8 —.! —1.8 +2.0 —)< 
Chemicals and allied products 
ADPIOPriGhiONnS nccshae. nists isis Sei syaunaone ites eit 37.2 47.8 12.8 16.3 54.1 23.2 61.6 97.7 138.9 
EXPONditUres’s s\.0008 fess taiers ite rsa e ois aisle 25.3 31.8 29.6 38.5 23.8 32.3 33.2 86.7 89.2 
Ghange in'backlogiciia =... ccles « atsiidbucsenets +11.9 +160 —16.8 —22.2 +30.3 —9.0 +28.4 +11.0 +49.7 
Petroleum and coal products 
ADDFOPriGhOns sa ies its a Nee se Mee aN 123.5 90.0 35:3 81.4 119.2 59.7 48.8 268.8 2270 
Expenditures ieicibn seincaanh faieds Gea ten 89.0 103.0 88.5 133.5 83.9 72.0 92.0 280.5 247.9 
Change in backlog 6. serie vgn soe ie +34.5 -—13.00 —33.2 —852.1 +35.3 —12.3 —43.2 —11.7  —20.2 
Rubber products 
ADDFODMAHONE ny. aoclts serine’ oboe = 11.4 25.1 21.1 19.3 28.0 16.7 29.3 57.6 74.0 
Expenditures... 2),144, 04 cia ive are in tates 10.7 13.9 13.0 17.7 12.5 20.1 17.2 37.5 49.8 
Change in backlog s.10 ew. cs aa eos eet pf ete ed +8.1 + 1.7 +15.6 3.4000 alae +20.1 +24.3 
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ae quarterly trends were rather different. For-example, 
rables backlogs rose in the first quarter of 1959 and 
eclined in the following two quarters, whereas they 
anded considerably in all three quarters of 1960. The 
ondurables industries, on the other hand, posted back- 
»g gains in the first and second quarters of 1959, fol- 
»wed by a sizable decline in the third quarter. Thus far 
1 1960, in contrast, nondurables’ only backlog gain 
ccurred in the first quarter, although this amounted to 
1ore than the combined increase scored in the first two 
uarters of the previous year. 


1960 Backlog Boosts Compared 


‘he advance in nondurables appropriations during the 
rst three quarters of 1960 relative to the similar period 
year earlier was under 10%, while the nine-month 
ecline in their capital expenditures came to less than 
%. In contrast, durables approvals increased by almost 
40%, while durables outlays slipped more than 10%. 
‘hus smaller increases in appropriations joined hands 
7ith smaller losses in expenditures during the first nine 
nonths of 1960 to limit the increase in the approval 
acklogs of the nondurable goods industries to a fraction 
f that amassed by the durables. 

The difference between the backlog trends in the two 
dustries can be compared more directly by stating the 
lationship between each one’s backlog increment and 
"S average quarterly expenditure during this period. 
he addition of $188.5 million to unspent funds in the 
urable goods group was more than four and one fourth 
imes (about 4.3 times) the group’s average quarterly 
utlay. In contrast, the backlog accumulation of $65.2 
illion posted by the nondurables industries was less 
han one half (about 0.46) of their average quarterly 
enditure. 

The relationship can be pointed up another way: in 
he durables group, the backlog increase alone was 
cient to support more than four quarters of outlays 
it their average quarterly rate during this period, 
hereas the accumulation in nondurables could have 
upported less than half a quarter’s expenditures at 
eir average quarterly rate. 

Thus, during the first three quarters of 1960, the 
lative “leverage” on future expenditures available 
om the increase in unspent appropriations scored by 
he durable goods industries was more than nine times 
the ratio, roughly, of 4.3 to 0.46) that of the backlog 
ncrement in nondurables. Although future foreign ex- 
yenditures are potentially greater in both manufactur- 
ng fields, the possible increase in the durable goods 
ndustries thus seems much the greater. 


Industry-by-industry Patterns: Durables 


is noted above, the dramatic upsurge in the appropria- 
ion backlogs of the durable goods industries resulted 
rom a hike in approvals and a moderate downward 
rift in spending. This positive divergence, however, did 
iot occur in every specific industry category. 
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Accounting for the backlog rise in the durable goods 
group were increased appropriations in the primary 
nonferrous metals, electrical machinery, and transporta- 
tion equipment industries. The greatest boosts over the 
year-earlier periods occurred in transportation equip- 
ment, where approvals rose importantly in every quar- 
ter of 1960. The electrical machinery category also 
showed a strong uptrend through the three quarters of 
1960. Nonferrous metals, on the other hand, registered a 
strong nine-month comparison with 1959 because of an 
unprecedented jump in the second quarter. 

These industries’ capital expenditures did not show 
the same strength. In transportation equipment, ex- 
penditures dipped a third below the year-ago mark in 
the first quarter, and little more than held even in the 
second and third quarters. Nonferrous metals’ foreign 
outlays consistently fell below every year-ago quarter 
by substantial margins. And while electrical machinery 
investments rose in every quarter of 1960, their climb 
did not keep pace with their approvals surge. Thus all 
three industries accumulated substantially more un- 
spent appropriations during the first three quarters of 
1960 than a year earlier. 

Moderate backlog declines occurred in the remaining 
durable goods industries—basic iron and steel, nonelec- 
trical machinery, stone, clay and glass, and fabricated 
metal products. In the first two groups, both approvals 
and outlays declined during the nine months of 1960 
compared with 1959, but the dip in approvals was 
sharper. In the stone, clay and glass industry, expendi- 
tures rose about a fourth as against a drop in appropria- 


Table 3: Changes in Foreign Appropriations and 
Expenditures, 1959 to 1960! 


Appropriations 


Expenditures 


Ill 59 I-Ill "59 Il '59 {Ill '59 
Industry to to to to 
Ill "60 Ill "60 lil "60 I-Hlt "60 
All manufacturing...............- +106 +37 +6 —5§ 
Durable goods industries?....... +279 +138 —3 —12 
Primary iron and steel....... —25 —58 +20 —13 
Primary nonferrous metals.... —35 +330 —29 —45 
Electrical machinery and 
equipment............... +289 +63 +29 +45 
Machinery except electrical.... —17 —18 —23 —2 
Transportation equipment. ... . +544 +413 +2 —8 
Stone, clay, and glass products. +242 —68 +50 +27 
Fabricated:metal products... . . —80 +21 —1 +22 
Nondurable goods industries?.... +59 +7 +9 —3 
Food and beverages......... +409 +184 +11 +48 
Textile-mill products......... —34 —20 +130 +32 
Paper and allied products. .... +17 —27 +9 —10 
Chemicals and allied products. . +382 +42 +12 +3 
Petroleum and coal products... —12 —15 +4 ==), 2 
Rubber products............ +39 +29 +32 +33 


1 Based upon reports from 149 companies providing foreign appropriations information for 
1959 and 1960 

2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, 
instruments and photographic equipment, and miscellaneous manufactures 

3Includes other nondurable goods industries not shown separately: tobacco, apparel, 
leather and leather products, and printing and publishing 

Source: The Conference Board 
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Table 4: Foreign and Domestic Operations, 1959 and 1960! 


Foreign as Per Cent of Total: 


Change in Appropriation Backlogs: 


Appropriations Expenditures Foreign Domestic 
Industry Ill Ill I-lll Il I-lll Isl Il 
1960 1959 1960 1959 1960 1959 1960 
Allimanufacturing; =.=. +... ase. oe ome 21% 15% 16% 20% +253,711 +6,125 +183,288 
Durable goods industries?.............. 24 10 11 16 +188,541 —15,129 — 28,726 
Primary iron and steel............... 4 5 3 6 —1,018 +10,298 —126,494 
Primary nonferrous metals..........- 45 17 17 23 +84,832 — 21,430 +10,419 
Electrical machinery and equipment... . . 11 9 9 8 +9,705 +5,104 +51,399 
Machinery (except electrical)......... 9 9 13 12 — 3,829 —2,074 +1,384 
Transportation equipment............ 44 14 23 38 +104,976 —19,658 + 43,076 
Stone, clay, and glass products....... 9 17 15 10 — 5,683 +12,641 +3,442 
Fabricated metal products............ 12 12 17 12 —1,283 —1,004 —16,041 
Nondurable goods industries?........... 19 18 19 22 +65,170 +21,254 +212,014 i 9 
Food and beverages..............-..- 33 12 21 16 +12,594 —1,242 — 4,460 +14,131 
Textile-mill products. ............... 7 6 6 6 —275 +1,152 —11,043 +13,713 
Paper and allied products............ 11 15 15 26 —1,080 | +2,006 +16,460 +53,594 
Chemicals and allied products......... 21 15 15 19 +49,703 +11,025 +28,333 +171,224 
Petroleum and coal products.......... 16 19 19 23 — 20,218 —11,655 +163,680 +214,11) 
Rubber products? ..., 00.2. 2 ae toe 36 29 31 36 +24,273 +20,096 +23,926 0 


1 Based upon reports from 149 companies providing foreign appropriations information for 1959 and 1960 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 
3 Includes other nondurable goods industries not shown separately: tobacco, apparel, leather and leather products, and printing and publishing 


tions of two thirds. Fabricated metal products outlays 
amounted to more than approvals in both 1959 and 
1960, but by very slim margins in each period. 


Nondurables Industry Trends Also Mixed 


Similarly, the upsurge in the approval backlogs of the 
nondurable goods industries in 1960 was not unani- 
mously shared by all of its specific groups. The backlog 
boost was centered in the food and beverage, chemicals, 
and rubber products industries. 

Approval gains in every quarter of 1960 cutetrioned 
advances in outlays in the food and beverage group, 
leading to a dramatic reversal of a modest backlog de- 
cline during the first three quarters of 1959. Tremendous 
increases in appropriations in the chemical and rubber 
industries in the first and third quarters similarly out- 
paced gains in spending, giving rise to substantial accu- 
mulations of unspent appropriations. Chemical com- 
panies showed an especially strong surge in backlogs. 

Against these increases, very moderate backlog cuts 
occurred in the textile and paper industries, owing 
mainly to large reductions in appropriations in the first 
quarter of 1960. Unspent appropriations in the petro- 
leum industry declined in both 1959 and 1960, but by 
nearly twice as much in the later period. This industry’s 
appropriations were reduced by about 15% below a year 
ago in the first nine months of 1960, and its spending 
declined about 12%. This trend in both its appropria- 
tions and expenditures suggests a further worsening in 
petroleum’s international business outlook. 


Investment Trends at Home and Abroad 


Interesting insights can be gained by comparing the 
foreign investment patterns of the 149 companies co- 


Source: The Conference Board 


operating in this survey with their domestic programs, © 
First, it is important to inquire whether the domesti¢ 
trends reported by the 149 respondents to this survey 
are reasonably close to the trends revealed by the 602 
firms cooperating in the quarterly survey of manufac 
turing capital appropriations, also sponsored by News: 
week. The relationship can be determined by comparing 
the first three quarters of 1960 as a whole with the 
similar period of 1959 for all manufacturing, durables, 
and nondurables. For the three aggregates, capital ap 
propriations in 1960 dipped 8%, 16%, and 1%, respec: 
tively, according to the larger study. For the 149-firm 
sample responding to the present survey, approvals de 
clined by 8%, 21%, and 1%, respectively. Capital ex 
penditures of the 602 firms in the parent study increased 
from 1959 to 1960 by 25%, 34%, and 18%, respectively, 
in the three broad groups. Outlays of the smaller foreign 
sample rose by 23%, 28%, and 20%. All in all, it appears 
that the trends revealed by the 149 firms reporting te 
the foreign approvals survey are comparable with those 
of the larger domestic survey. 
The most dramatic finding issuing from a comparison 
of the foreign appropriation and spending patterns of 
the 149 companies in this study with their own domesti¢ 
programs is their almost complete reversal of each othel 
between 1959 and 1960. While foreign appropriations 
rose and foreign spending declined in these firms, creat: 
ing large accumulations of uninvested authorizations, 
domestic appropriations declined and domestic expendi: 
tures increased, causing their appropriation backlogs t¢ 
accumulate less rapidly or to decline. This was the case 
in both durables and nondurables (see table 4). 
Domestic backlog rates declined substantially in the 
nonferrous metals, transportation equipment, food and 


BUSINESS RECORE 


»verage, chemicals, and rubber products industries— 
he very fields where foreign programs burgeoned so 
gorously. But every industry whose rate of appropria- 
n backlogs for foreign investment declined between 
1e first nine months of 1959 and 1960 also showed the 
ime trends in its domestic programs. In fact, every 
roup except electrical machinery reduced its domestic 
acklog rates from 1959. 

Thus it would be rash to infer that a definite correla- 
on exists between foreign and domestic investment 
lanning. Differences in business conditions are prob- 
oly the best bases from which to interpret industry 
i\vestment trends at home and abroad, especially since 
| considerable portion of the funds channeled into 
reign expenditures originates in depreciation accruals 
nd undistributed earnings from the overseas operations 
nemselves, as well as in venture capital invested by the 
'tizens of foreign countries. Possibly a better inference 
ould be that business prospects presently are brighter 
1 some areas abroad than in the United States. This, of 
urse, is a situation that can change at any time, de- 
ending on market trends and governmental policy 
nifts. 


Changes in Foreign Involvement 


‘he extent to which American companies with foreign 
erations are involving themselves abroad is shown by 
e relationship of their foreign appropriations and 
penditures to their combined commitments both at 
ome and abroad. Table 4 presents these approval and 
ending relationships for the nine-month periods of 
59 and 1960. 

The foreign appropriations of this survey’s respond- 
nts rose moderately from about one sixth of their total 
provals in 1959 to about one fifth in 1960, with dura- 
les recording an advance from a tenth to a fourth and 
ondurables maintaining their prospective business pen- 
ration abroad at about one fifth. 

At the same time, the foreign operators’ actual 
enditures beyond our borders declined from a fifth to 
sixth of their total programs from 1959 to 1960. 
oreign spending by durable goods manufacturers 
ropped from 16% to 11% of their total, while in the 
ondurable goods industries it slid from 22% to 19% of 
eir combined programs. This growing spread between 
e rise in the proportion of foreign approvals and the 
ecline in the proportion of foreign expenditures doubt- 
ss means that future expenditures abroad will account 
r an increasing percentage of these firms’ combined 
1vestment programs. 

Some of the sharpest boosts in the extent of foreign 
ppropriations took place in the primary nonferrous 
etal, transportation equipment, food and beverage, 
nd rubber products industries. Equally significant were 
he declines in prospective foreign involvement among 
he basic iron and steel, paper, and petroleum indus- 
ries, whose markets abroad have recently come under 
arp pressures. 
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A Broad View of the Outlook 


Economic expansion in Canada, Latin America, and 
Europe in the past several years has undoubtedly 
spurred American manufacturers to regard these areas 
with increasing favor as bases for their manufacturing 
and marketing operations. At the same time, the growth 
in economic strength abroad has resulted in keen com- 
petition from foreign manufacturers for the available 
markets. The new trade arrangements in Europe tend 
to confer advantages upon firms producing within the 
national borders of those countries. Thus cost competi- 
tion has to some extent driven American manufacturers 
into increasing their foreign operations. 

Current income-tax policies of the United States 
Government also foster private investment abroad, and 
whether this stimulus will be continued depends on the 
policies of the new Administration in Washington. If it 
heeds the argument that some are advancing—that the 
continuing outflow of gold and dollars from the United 
States is being aggravated by the large amounts of 
capital being invested overseas—the tax climate may be 
made less conducive to ventures abroad. If, however, 
the long-term benefits of overseas operations in areas 
promising a prolonged period of growth are given 
greater weight, the current United States tax policy will 
continue to foster foreign investment. 

Thus far in 1960, the positive aspects of overseas 
operations appeared to outweigh the risks, in the estima- 
tion of many American companies, as revealed by the 
trend in their capital appropriations. Investment, at 
least in the near future, seems certain to increase. One 
must remember, however, the importance of business 
conditions and public policies as determinants of invest- 
ment. Both of these factors are quite changeable—none- 
theless, alterations in them will be reflected quickly in 
the capital appropriations of companies operating over- 
seas. The next and forthcoming surveys of capital 
appropriations for foreign operations will indicate the 
permanence or impermanence of the current rise in 
business decisions to invest abroad. 


Martin R. GarInsBRUGH 
FRED STEVENSON 
Office of the Chief Economist 


Business Highlights 


FROM HERE TO SPRING 


The short-term outlook focuses on autos, 


inventories, capital goods 


ifs RECENT MONTHS, business conditions continued the 
downtrend apparent in the last two quarters of 1960. 
With the limited perspective that is so far available on 
the closing months of 1960, activity in general appears 
to have drifted off without clear cumulative tendencies. 
Industrial production, as measured by the Federal 
Reserve index, subsided slowly, and by year end was 
about 7% below the peak rate at the start of the year. 
The decline was heavily concentrated in durables manu- 
facturing, although soft-goods industries were experi- 
encing some contraction in the fourth quarter. It was 
also heavily concentrated in materials, as opposed to 
final products; in the closing months of 1960, output of 
final products was not significantly below the peak rate 
achieved early in the year (and again in the late spring 
and early summer). On the other hand, the more de- 
tailed breakdown of output by industry suggests that 
the impact of recession has been rather widely spread. 
In terms of production rates, only the paper and food 
industries, among major industrial groups, have enjoyed 
any appreciable shelter from the wind of recession. 


EMPLOYMENT FIGURES 


The figures on employment in late 1960 make much 
the same point. Total nonagricultural employment at 
the close of 1960 was over one-half million below the 
peak rate of early spring, and declines were widely 
spread throughout the goods-producing and distributing 
sectors. Manufacturing employment in December was 
more than a half million below the level prevailing early 
in the year. Production-worker employment in manu- 
facturing had declined sharply in durable goods indus- 
tries, and modestly in soft-goods industries. The decline 
in employment has, of course, been accentuated by a 
persistent reduction in hours of work. 

In the fourth quarter, total gross national product 
apparently about equaled the rate in the third quarter. 
Minor advances occurred in personal spending for soft 
goods, private nonresidential construction, net exports, 
and government purchases of goods and services. The 
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rate of spending on personal services rose significantly, 
and even consumer outlays for durable goods showed 
some advance, owing to the high rate of automobile sales 
in October and November. These advances were offset 
by small declines in residential construction and ms 
chinery and equipment, and a moderate further decline 
in inventory demand, where the presently available 
figures suggest liquidation, as compared with very 
slight accumulation in the preceding quarter. 

The stability of total output, as measured in the 
current-dollar gross national product statistics, reflects 
a decline in real output, offset by a rise in prices. The 
behavior of price data in the last half of 1960 now com 
prises a complex little statistical puzzle that has no 
great importance of itself, but bears significantly on the 
interpretation of all value-based statistics. There is 
considerable evidence that, in the past two quarters, the 
price structure for goods has been in a mild but per- 
sistent and widespread decline. In December, an im 
pressive number of the industrial components of the 
wholesale price index were below the level prevailing six 
months earlier (one important exception is fuel, powe 
and lighting materials, where prices have been in 4 
notable rise). In the price statistics, as in the inventory 
statistics, the weakness has been heavily concentrated 
in raw materials; the Bureau of Labor Statistics inde 
of wholesale finished-goods prices was actually rising 
slowly in the last half of 1960. Construction cost indexe: 
also were firm throughout the last half. At the same 
time, the prices of services have continued to rise. And 
even food prices have been strong in 1960, and into the 
new year, after their long decline from the middle oi 
1958 to the end of 1959. 

The price weaknesses that have been so apparent in 
the business press over the past six months have thu: 
been mainly in nonfood raw materials. The finished 
goods that enter into the gross national product have 
suffered little, if any, price erosion, at least in so far as 
the official price indexes can detect it. 


PRICES AND OUTPUT 


This composition of price trends has been accom 
panied by an unmistakable shift in the proportions o 
output. Raw materials industries, where prices have 
been weak, have borne the brunt of recent reductions ir 
output; on the other hand, output has advanced or at 
least held stable in those industries (services, food, and 
some finished-goods production) where prices have been 
firm to rising. As a result, while the present environ 
ment is emphatically characterized by intensely com: 
petitive pricing, the general price deflator for gros: 
national product has been rising about as fast as it rose 
in 1959. The stability of total gross national produ 
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between the first and fourth quarters of 1960 is the 
composite result of a 1% decline in real output, offset by 
a 1% increase in the general price deflator for national 
output. (For the year as a whole, real national output 
evidently exceeded 1959 by a little less than 3%.) 

In early 1961, the interest of gross national product 
forecasters inevitably centers on three areas: the out- 
look for inventory demand, for plant and equipment 
spending, and for automobiles. While much can cer- 
tainly happen outside these areas to influence the trend 
of business in 1961 (and a great deal is widely expected 
to happen in the government sector, in particular), the 
recession that started at mid-1960 now finds its natural 
focus in the large durables industries that form the 
center of cyclical expansions and contractions, and the 
related inventory implications. 


IMPROVEMENT IN INVENTORY POSITION 


With respect to business inventories, the news of 
late 1960 was moderately encouraging. Within manu- 
facturing industries, the sharp advance of inventories in 
the first quarter of 1960 was moderated in the second 
quarter and terminated in the third. In the fourth 


quarter, inventory was draining out of manufacturing ~ 


at a rate approaching $4 billion a year. All of this runoff 
was occurring in durables manufacturing industries; 
within these industries the decline was substantial in 
purchased materials, slight in goods-in-process inven- 
tories, and not at all in finished-goods inventories. Of the 
$4-billion rate of liquidation in durables manufacturing, 
approximately 60% is represented by the runoff of steel 
products held in steel-consuming industries. 

Other things being equal, a runoff of inventories, 
while it depresses current operating rates, is bullish for 
the future. On the other hand, the concentration of the 
runoff in steel itself should moderate the optimism 
drawn from the inventory figures. And the level of 
finished-goods inventories in manufacturing industries 
still seems relatively high. 

As a final qualification on the inventory trend in 
manufacturing, the liquidation of steel occurring in 
manufacturing inventories was partly offset, in the 
fourth quarter, by accumulation of retail automotive 
inventories. In a sense, the manufacturing sector was 
thus liquidating at the expense of the retail sector. The 
combined rate of liquidation for all trade and manufac- 
turing inventories in the fourth quarter now appears to 
have been surprisingly low—perhaps very nearly 
negligible. 

The next stage of this inventories-and-autos counter- 
point is now shaping up in the automotive statistics 
themselves. From September to November, the motor 
vehicle manufacturing industry accounted for about 


$300 million of the $700-million reduction in manufac 
turers’ inventories; in the same period, retail automotive 
inventories rose by $350 million. Scheduled production 
of passenger cars for the first quarter has already re- 
sponded to the unseasonally high level of dealer stocks 
at year end. The retail sector is thus preparing to pass 
the inventory buck back to the manufacturing sector, in 
the form of a reduced rate of acceptance of finished 
products from the automotive industry. 

For the first quarter of 1961, passenger-car produc- 
tion is reported to be scheduled at 1.46 million, as com- 
pared with about 2.0 million in the first quarter of 1960. 
The production curve for autos had begun a sharp 
descent around the end of November; the monthly pro- 
duction rate fell from about 600,000 in November to 
520,000 in December, and the rate is scheduled to fall to 
about 450,000 in January. This is, of course, consider- 
ably more than a normal seasonal decline; in recent 
years, first-quarter production has approximately equaled 
the production rate in the fourth quarter of the preced- 
ing year. 

The manufacture of automobiles and parts accounts 
for approximately 5% of the total industrial production 
index, and even the 25% decline in the rate of automo- 
bile output from November to January would be re 
flected in little more than one percentage point in the 
production index as a whole. However, the secondary 
effects of such a decline in automobile output may well 
amplify the primary loss; the rescheduling of auto out 
put has doubtless already affected production rates ina 
host of industries supplying assemblers and parts pro 
ducers. To pursue the possible consequences still further, — 
one might expect that both inventory policies and” 
capital spending plans, in industries serving the automo- 
tive market, are being affected in some degree by the 
curtailment of the automotive production rate. 


CONSUMERS’ PURCHASING SCHEDULES 


The rescheduling of automobile production for 
January is primarily a reflection of high inventories, bu 
it also reflects some disappointment with the selling rate 
thus far. Given the present levels of inventory, é 
first-quarter production rate of 1.5 million hardly seem: 
too low, and is not likely to be revised upward. On the 
other hand, the production rate in the second quarte 
is likely to reflect the basic demand for automobiles in 
1961, as the evidence emerges in February and March 

Unlike the production schedules of producers, the 
purchasing schedules of consumers cannot be announced 
neatly in advance, and the automotive outlook for the 
second quarter is thus much less clear. At least for the 
present, it would seem to be only normal prudence t 
expect passenger-car sales in the first half of 1961 to be 
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significantly affected by the uncertainties that now sur- 
round the general business outlook. In the personal 
sector, these uncertainties are represented by a con- 
tinuing uptrend in unemployment, a relatively short 
work week, and a declining level of discretionary in- 
come. On balance, the automobile sales rate was well 
maintained under these conditions in the late months 
of 1960, but the sales rate in that period was important- 
ly influenced by the abnormally high number of 1960 
models still in stock and being offered at substantial 
discounts. In early 1961, the selling rate faces a very 
substantial market test indeed. 

Retail automotive inventories normally rise in the 
first quarter of the year, as dealers’ stocks are expanded 
to meet the seasonal increase in sales that is supposed 
to be characteristic of the spring. In 1961, a rise in 
dealers’ stocks of seasonal proportions is virtually out 
of the question, since their level is already so high. On a 
seasonally adjusted basis, some liquidation of retail 
automobile stocks is thus a very good bet. 

If liquidation of inventories continues at the manu- 
facturing level in early 1961, an extremely high rate of 
net liquidation for the business sector as a whole will 
result, although at a cost of a few more points of decline 
in the industrial production index, and a continuing 
further rise in unemployment. This is, in fact, a likely 
outcome for the first quarter; if it materializes, the 
annual rate of inventory demand will have declined by 
perhaps $16 billion from early 1960 to early 1961, and 
industrial production itself will have fallen by roughly 
10%. (This compares with declines of 8% from peak to 
trough in 1948-1949, 10% in 1953-1954, and 14% in 
1957-1958.) At such a point, both automobiles and 
inventory would have experienced something approx- 
imating a full cyclical response to recession, and little 
further worsening might be expected to occur in these 
areas. 


FEDERAL POLICY IN COMING MONTHS 


It is at this juncture that the new Administration will 
be appraising the business environment of 1961, with a 
view to setting the course of antirecessionary govern- 
ment policy. At that time, a basic subject for examina- 
tion is likely to be the impact of these developments on 
business spending for plant and equipment, and on one 
other market—housing—where the 1960 prospects 
remain very much an open question. The next set of 
decisions the forecaster will require in measuring the 
outlook for 1961 are in the areas of capital formation 
and the programs of the new Administration as they 
affect government spending and taxation. 

ALBERT T. SOMMERS 
Division of Business Analysis 


How Long Should 


Unemployment Benefits 
Be Paid? 


“The maximum length of time during which an unemployed 
person should be allowed to draw benefits is one of the 
most important questions of unemployment insurance. This 
is true because the question has substantial cost implications, 
it involves major issues of social welfare policy, it is poten- 
tially of great significance for the welfare of individual 
workers, and it does not readily lend itself to any single ob- 
vious answer.” 


i tess OPENS the discussion on duration of benefits in 
a comparative study of “Unemployment Insurance 
Schemes” by the International Labor Office. How long 
benefits should be paid is a question that faces us anew 
today, although this country has had unemployment 
insurance laws in operation for a quarter of a century. 

The large number of persons who exhausted their 
benefit rights during the 1957-1958 recession upset pre- 
vailing ideas regarding adequate duration provisions. 
An immediate consequence was passage by the Federal 
Government of the temporary unemployment compen- 
sation program for temporarily extending the duration 
of benefits in states that chose to cooperate. An after- 
math has been pressure to make longer duration a 
permanent feature of state legislation—and many states 
have acted to bring this about. 


@ 
Reasons for the Duration Dilemma 


The task of choosing a duration ceiling is easiest in 
prosperity or near-prosperity conditions, when the un- 
employment rate is roughly 3% to 5% of the labor force. 
Most workers losing their jobs when business activity is 
vigorous can find new ones in a relatively short time. 
During such periods, the appropriate limit to duration is 
that number of weeks within which most beneficiaries 
find reemployment; those remaining unemployed may 
be presumed to be unemployable, the ‘“‘problem chil- 
dren” for whom some sort of remedial treatment would 
be better than continuation of benefits. 

At the other extreme, in a mass depression, unemploy- 
ment insurance is usually regarded as a limited measure 
that can only be effective in the early stages—a first line 
of defense. If there were not a reasonable ceiling on 
duration, the large number of jobless persons collecting 
benefits for a long period of time would drain the reserve 
funds completely and the system would be bankrupt. 
Because of this consideration the International Labor 


18 


Office suggested a maximum benefit duration of n 
longer than six or seven months. 

Business recessions, such as we had in 1949, 1954, and 
particularly 1958, have emerged as a major problem in 
determining appropriate time limits for unemployment 
benefits. During the 1958 recession, the decline in terms 
of the drop in gross national product and in employment 
was moderate. Yet total unemployment rose from 24% 
million to 514 million persons and insured unemploy- 
ment from 114 million to 3144 million. An average of 
over 2 million persons exhausted their rights to unem- 
ployment benefits in fiscal 1958 and 1959. Although 
three out of five claimants were entitled to twenty-six 
weeks or more of benefits, one out of three used up his 
benefit allotment before finding a job. 

Unemployment insurance is usually considered to be 
one of a battery of measures directed toward unemploy- 
ment. Other measures would include an effective em- 
ployment service, an assistance program that would 
provide cash payments to the needy unemployed who 
have exhausted benefits, retraining and vocational 
guidance, and public works. But in the past fifteen 
years, these other measures have been either inadequate 
or nonexistent, and unemployment insurance has been: 
given the whole job to do rather than a balanced part of 
it. This places too great a strain on the systems. 

Adoption of the temporary unemployment compensa- 
tion program by the Eisenhower Administration was not 
a recognition that state unemployment insurance laws 
were inadequate per se. It was rather a belief that 
extension of unemployment insurance benefits beyond 
the limits normally regarded as sufficient for a system of 
short-term benefits was a feasible and palatable anti- 
recession measure. The Administration was buying just 


1See ‘How the Unemployed Are Counted,” The Business Record, 
December, 1960 


Table 1: State Temporary Unemployment Compensation 
Costs To Be Repaid to the Federal Government 


Millions Per Cent of 
State of Dollars 1959 Taxable Payroll 
Alabamds< 32s)/g cae eee = 9.4 a 
Alaska fo or tok an ee eee 9 6 
Arkansas’ cts)occl sists | ee eee 2.8 .4 
California & 320g ae cee 34.7 ats) 
Delaware di... 5. sss eben OR ote 1.6 4 
District of Columbia............. pla m4 
Indiana?}2:022-6 see, Ee a 21.3 af 
Maryland sis, 2234 same eden tieee 12.4 7 
Massachusetts... «jocedenmumete ee 24.9 6 
Michigans... 2:33 heen has aes 76.2 1.4 
Minnesota's 55) dace a ee 8.3 .4 
Nevada. s4:.2.008 sn can Bees 9 a 
New Jerséy ij: tio<.4 cnvalneseurmones 45.4 1.0 
New: York :4.-s31s6 otis ot ee tees 89.1 6 
Pennsylyanidia.« « tstishiscaeaae 81.0 1.0 
Rhode Island 020, 22 Satie mene ee ue 8 
West, Virginiadutetarcia sacri eee 9.4 1.0 


Figures are as of June 30, 1960 


Sources: Bureau of Employment Security; Interstate Conference of Employment Security 
Agencies; The Conference Board 
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1 little more time in the belief that the business pickup unemployment assistance program. So the unemploy- 
vas close at hand. It preferred this measure to such ment insurance systems were stretched to accommodate 
lternatives as tax reductions, public works, or an what was considered to be an unusual situation. 


able 2: Some Facts About Duration 


Legislative Provisions, December 1960 Duration Experience, Fiscal 1960 
Average Per Cent of Average 
Proportion of Wages Maximum Weeks of Claimants Weeks of 
in Base Period Weeks Potential Entitled to Benefits for 
(Unless Otherwise Noted) Payable? Duration 26 or More Weeks Exhaustees 
23.9 63 21.3 
Ys 20 18.9 0 17.7 
30-29%" 26 25.2 86 24.6 
YW, 26 22.7 58 18.9 
Ys 26 21.9 50 17.5 
Yn 26 24.1 71 22.3 
Ya 322 28.6 74 20.6 
Vs 26 21.8 52 19.7 
29% 26 20.3 35 18.1 
VA) 26 21.6 49 18.7 
Ya weeks of employment 26 17.4 1 14.2 
Ya 26 20.4 0 18.6 
Uniform 26 26.0 100 24.8 
32-29%* 26 20.3 39 16.4 
37-32%5 26 21.8 50 18.5 
Ya 26 17.2 4 13.5 
Ya, 26 20.7 36 14.8 
Vai 26 : 22.5 57 19.1 
Ys 26 © 23.3 61 21.2 
of eee 28 23.0 52 20.1 
Uniform 26 26.0 100 25.2 
Uniform 26 26.0 100 26.0 
36% 30 23.9 59 19.6 
24 weeks of employment 26 22.7 62 17.6 
42-33%° 26 23.7 46 22.2 
Ys 26 22.6 54 20.1 
Ys 26 22.7 59 19.2 
Uniform 22 22.0 0 22.0 
vz) 26 21.2 47 16.2 
VWs 26 21.7 53 19.3 
Uniform 26 26.0 100 25.9 
% weeks of employment 26 23.4 65 21.1 
5s 30 27.6 82 21.7 
Uniform 26 26.0 100 26.0 
Uniform 26 26,0 100 25.0 
Uniform 24 24.0 0 21.4 
100% 26 25.9 97 24.9 
Ys 39 26.6 57 19.8 
WY 26 23.4 66 20.7 
Uniform 30 30.0 100 30.0 
3/5 weeks of employment 26 22.8 55 19.7 
Ys 22 20.3 0 19.0 
32-26% 24 18.4 0 14,2 
Uniform 22 22.0 0 20.7 
Yq : 24 19.4 0 16.7 
Based on ratio of annual 
wages to high quarter wages 36 24.8 44 18.6 
Uniform 26 26.0 100 26.0 
Vy 20 15.4 0 13.5 
Vs 30 26.7 69 24.2 
Uniform 24 24.0 0 23.4 
7ho of first 20 weeks of 
employment and 8/19 of next 25 weeks 34 n.a. n.a. na. 
3hio 26 21.2 43 18.2 


a—lIn states with weighted tables the per cent of benefits is figured at the bottom of the lowest and of the highest wage brackets, In states noted, the percentages vary for other brackets 
1 Excludes provisions for temporary extension of benefits in six states shown in table 3 

2 Excludes Wisconsin because comparable data are not available 

n.a.—Not available Source: Bureau of Employment Security 
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The Compensation Act of 1958 


The Temporary Unemployment Compensation Act 
of 1958 provided that states might serve as the agents of 
the Federal Government in paying limited extended 
unemployment compensation to persons who either had 
exhausted their benefits under one of the regular unem- 
ployment insurance programs after June 30, 1957, or 
had been dropped from the benefit rolls after that date 
owing to the one-year limitation on benefit payments. 
Duration was to be extended for 50% of the time that 
benefits had been paid under the regular program. 

The costs of TUC were to be met by advances to the 
states from the Federal Government, with the states 
required to repay the administrative and benefit costs 
attributable to exhaustees of their own unemployment 
insurance programs. The act provided for automatic 
collection, through reductions in the federal unemploy- 
ment tax offset, if repayment was not made by the state 
prior to December 1, 1963.1 

The act became effective June 19, 1958, and was to 
expire March 31, 1959. An extension carried it through 
June 30, 1959, for persons who had established their 
eligibility for TUC by the end of March. 

The states had the choice of participating fully, par- 
tially, or not at all in the temporary federal program. 
All three options were exercised. Seventeen states agreed 
to participate fully; that is, they agreed to pay extended 
benefits to (1) workers covered under the regular state 
unemployment insurance laws, (2) federal employees 
and ex-servicemen, and (3) veterans. (See table 1 for a 
list of these states.) Five other states—Colorado, Con- 
necticut, Illinois, Ohio, and Wisconsin—extended bene- 
fits under their own laws to the first two groups of 
workers and adopted the federal plan for unemployed 
veterans.” Twelve states adopted the federal plan for the 
second and third groups of workers but made no pro- 
vision for their state unemployment insurance ex- 
haustees. The remaining seventeen states took no action. 

The twenty-two states that extended benefits to all 
three groups of workers were much more important in 
terms of the number of persons affected than a mere 
tally would indicate. These states accounted for 70% of 
covered employment at the end of 1957, and a similar 
proportion of benefit exhaustions during the second 
quarter of 1958. 

All told, about 2 million claimants received extended 
benefits. The average additional duration was about ten 
weeks, and the average weekly benefit amount $31. 
During the entire period of operation of the temporary 
programs, $603 million of extended benefits was paid 
out: $435 million under the unemployment insurance 

1 Under this automatic collection provision, the share of the 3.1% 
unemployment tax payable by covered employees to the Federal 
Government will go from 0.4% to 0.55% in 1964 and will increase an 
additional 0.15% each subsequent year until the advance is fully 
repaid 

2Tn April, 1959, New York chose to extend the program with its 


own funds rather than accept additional federal advances for the 
extra three months for which benefits would be payable 


programs of the seventeen states that fully participated 
in the federal program, $134 million under the programs 
of the states that undertook to finance their own bene- 
fits, and $34 million under the programs for federal 
employees and veterans. The amounts owing to the 
Federal Government by the seventeen fully participat- 
ing states are shown in table 1 in terms of both actual 
dollar figures and percentage of the 1959 taxable payroll 

Perspective on the magnitude of the temporary pro- 
grams may be obtained by comparing the $603 millior 
accounted for by them with payments under the regula 
permanent programs. During the two-year period begin. 
ning with the third quarter of 1957, which marked the 
start of the recession, and ending with the second 
quarter of 1959, which marked not only the return of 
employment to prerecession levels but also the end of 
the TUC program, regular benefits totaled $6 billion. I 
the period is limited to just the twelve months TUC was 
payable—July, 1958, to June, 1959—the amount paic 
out in regular benefits was $3.2 billion. Thus, for the 
recession period as a whole, TUC added 10% to the 
benefits of the insured unemployed, while for the year i 
was in effect it added 19%. 


Lengthening Duration under State Laws 


During the past three years, twenty-six states have 
increased the maximum length of time benefits are pay: 
able—twenty as regular features of their laws and six a: 
temporary extensions of duration when unemployment 
is high. Forty-two states, accounting for 88.5% o 
covered employment, now have a duration ceiling o 
twenty-six weeks or more; at the end of 1957, thirty-on 
states, containing 75.4% of the covered jobs, had suc 
ceilings. In 1952, the comparable figures were nineteer 
states and 61%, respectively. | 

The limit on duration of benefits may be expressed it 
one of two ways. It may be a uniform number of wee 
for all claimants who can meet the qualifying requir 
ments. Or it may be a variable number of weeks up 
specified maximums, depending upon base-period ear 
ings or employment credited to the claimant. 

In eight of the forty-two states providing a maximu 
of twenty-six weeks or more, duration is uniform. In th 
other thirty-four states it is variable. Data for fis 
year 1960, shown in table 2, indicate that the proportio 
of claimants eligible for twenty-six weeks of benefits i 
the latter states ranged from as little as 1% to as mu 
as 97%. But the “‘all or nothing” extremes distort the 
picture; in two out of three of these states, betwee 
40% and 70% of claimants qualified for twenty-si 
weeks or more of benefit payments. For the Unite 
States as a whole, in fact, 63% of claimants were entitl 
to benefits for twenty-six or more weeks in the mo, 
recent fiscal year. 

The average person exhausting benefits, however, i 
entitled to benefits for a shorter time span than thi 
average claimant in the variable-duration states. In th 
states with a variable ceiling of twenty-six weeks 
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nore throughout fiscal 1960, the median potential dura- 
ion for all claimants was 22.7 weeks, but the median 
ctual duration of exhaustees was 19.6 weeks.! 


triggered Extension of Duration 


California, Connecticut, Idaho, Illinois, North Caro- 
ina, and Vermont are the six states that have amended 
heir laws to provide that high unemployment will 
utomatically “trigger in” extended duration to ex- 
iaustees of their unemployment insurance programs. Of 
hese states, only California had participated fully in 
he 1958-1959 federal plan, while Connecticut and 
llinois were among the group adopting temporary 
xtended benefit plans of their own. 

Table 3 summarizes the main provisions of these 
rigger-in laws. In three of the states, the critical point 
s a 6% rate of insured unemployment; but it is as low as 
.375% in Illinois and as high as 9% in North Carolina. 
\ second condition must be met in Idaho: the rate of 
xhaustions from the start of the benefit year to the 
computation date must exceed by 10% the average for 
he same period in the preceding seven years. 

As in the temporary legislation, five states extend 
enefits for 50% of the regular duration; this brings the 
naximum number of weeks with the extension to 
hirty-nine. In North Carolina, eight weeks are added 
o the uniform basic duration of twenty-six weeks. The 
rariations among the states in the frequency of the 
rigger-point computation, and in the length of time 
hat must elapse after the critical point has been reached 
yefore extended duration becomes effective, are shown 
n table 3. It should be noted that the program auto- 
natically triggers out when the rate of insured unem- 
yloyment drops below the critical percentage for the 
ame length of time as was required for it to trigger in. 

All exhaustees who have time remaining in their 
yenefit years are eligible to receive additional benefits 
n California, Connecticut, Idaho and Vermont. In 
North Carolina, eligibility is limited to persons who 


Table 3: Triggered Extensions of Duration 


Extra Duration 


How Extension Is Triggered Payable 
Frequency Rate of % of Maxi- 
State of Period Insured Basic mum 
Computation Covered Unemployment Duration Weeks 
california... . Quarterly Quarter at 6% 50 sic} 
sonnecticut... Weekly 8 of 10 weeks at 6% 50 13 
CLS Seen Quarterly Quarter* over 6%> 50 13 
WMOIS Sta '2 5 Monthly 2 months at 4.375% 50 13 
forth Carolina Weekly 3 of 4 weeks at 9%° d 8 
fermont..... Weekly 4 weeks over 7% d 13 


a—The insured unemployment rate for the middle week of the third month of a calendar 
varter 


b—In addition, the exhaustion ratio for the period from the start of the benefit year (which 
;a uniform July Ist) must exceed by 10% the average for the same period in the preceding 
even years. Also, the director of the administrative agency must give his approval 


c—In addition, the administrative agency and the Governor must give their approval 
d—Both these states have basic duration provisions of a uniform twenty-six weeks 


Sources: Based on data compiled by the Bureau of Employment Security and Unemployment 
enefit Advisors 
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exhausted benefits not more than three months before 
the month in which insured unemployment first reached 
9%, and in Illinois, not more than one week before the 
month in which insured unemployment reached 4.375%. 
In addition to exhaustees, claimants in California and 
Illinois who have had their benefits cut off by the one- 
year limit imposed by the benefit year are eligible for 
benefits, as they were under the federal TUC act. 

So far, the only state in which extended duration has 
been triggered in is California, when the insured unem- 
ployment rate averaged 6.02% for the first quarter of 
1960. The extension was very temporary indeed as it 
triggered out in the second quarter when the insured 
unemployment rate dropped to 5.9%. This means that 
payments begun between April and June, 1960, were 
permitted to continue through July-September, 1960, 
but that no new claims for extended benefits were ac- 
cepted after July 1. Thus none of the claimants for 
extended benefits were persons laid off after the critical 
point for the insured unemployment rate had been 
reached. 

In fact, in five of the states, Unemployment Benefit 
Advisors points out, the extended programs would have 
to remain in effect for at least six months before they 
assisted the bulk of those laid off after the unemploy- 
ment rate had exceeded the critical point. Only Idaho’s 
dual requirement helps to time its extended benefits 
program to apply when exhaustions are high. 

In contrast, it should be recalled that when President 
Eisenhower signed the federal TUC act on June 4, 1958, 
the rate of insured unemployment had already exceeded 
7% for five consecutive months and 114 million persons 
had exhausted their benefit rights in the preceding year. 


The Prospects 


Whether or not the more generous duration provisions 
we now have on the statute books will be sufficient to see 
us through this present period of rising unemployment 
remains to be seen. In his report to Mr. Kennedy on the 
prospects for the nation’s economy in 1961, Professor 
Paul A. Samuelson voiced the opinion that they would 
not be. For the immediate future, he called for emer- 
gency legislation to permit all states to continue paying 
unemployment benefits for at least thirty-nine weeks. 
For the long pull, he recommended a system with basic 
federal standards that will extend the term of benefits to 
a minimum of twenty-six weeks in all states, supple- 
mented by an additional thirteen weeks during periods 
of high national unemployment. 


Miriam I. Civic 
Division of Economic Studies 


1 Refers to thirty-one states, excluding three which now have a 
maximum variable duration of twenty-six weeks or more: Wisconsin 
because comparable data are not available, Indiana because claimants 
whose benefit year began in the last quarter of the fiscal year were the 
first who could be entitled to twenty-six weeks, and Georgia because 
twenty-six weeks only went into effect after the close of the fiscal 
year 


Better Economic Indicators 


for Industry 


ie most of 1960 observers of the business 
scene were in sharp conflict regarding the cyclical 
position of the economy. The business press from time 
to time featured diametrically opposite interpretations 
of the battery of current economic indicators by 
eminent members of the economic fraternity. The cus- 
todians of business-cycle annals, with some benefit of 
hindsight, are now apparently prepared to enter mid- 
1960 as the turning point of the phase of expansion 
which began in April, 1958. But even as late as the year 
end, some hardy business analysts still found the label 
of recession an inappropriate description of the econ- 
omy’s current position. 

To have economists differ as to the prospectiv 
cyclical position is not at all unique—particularly in 
the early months of a year divisible by four. Such 
diversity is anticipated and understood by their 
audience. But it is unusual to have so much uncertainty 
surround the question as to where the economy is—this 
difficulty of diagnosis thereby compounding the more 
familiar difficulty of prognosis. 


INTERPRETATION OR LACK OF DATA? 


In current form the question at issue becomes this: 
did the uncertainties surrounding the cyclical position 
of 1960 stem from inadequacy of information; if so, 
what specifically was lacking in the system of current 
economic intelligence? Or conversely, does the diversity 
of viewpoint represent difficulties of interpretation 
rather than lack of data? 

In my judgment this disparity of viewpoint is more a 
product of the problems and difficulties of interpretation 
than it is of the paucity or inadequacy of data. That 
conclusion, however, is in no way meant as a blanket 
endorsement of the nation’s system of current economic 
intelligence. Good as it is, it wasn’t good enough in 1960 
to help either the government or business analyst 
determine the true dimensions of steel inventories. 
Month after month such inventories were described as 
being on the verge of attrition, only to have production 
fall even further below the imputed rates of consump- 
tion. In this age of electronic wonders we should no 
longer have to estimate the state of consumer stocks of 
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Address by Martin R. Gainsbrugh, chief economist, 
National Industrial Conference Board, prepared for 
the winter program of the American Farm Economic 
Association, Joint Social Science Association meet- 
ings, The Chase Hotel, St. Louis, Missouri, December 
30, 1960 


so vital a commodity as a residual—and that after a 
series of heroic assumptions about prevailing rates of 
steel consumption. 

A second statistical blind spot as of late 1960 is the 
lack of knowledge about the course of personal saving. 
This is a hardy perennial rather than a new complaint. 
Data on personal saving are inadequate both as to 
timing and content. Specifically, the saving done by 
noncorporate business should be separately listed, even 
if included, in the personal saving total. The liquid 
saving figures of the Securities and Exchange Com- 
mission appear too late to be of much usefulness in current 
business analysis and forecasting. 


REPORTING NEW ORDERS 


A third area of inadequacy is in new-order reporting. 
Many business analysts regard the new-order series as 
the best of the sensitive cyclical indicators yet developed. 
The complaint here is more on the timing than on con- 
tent. Release of inventory, shipment, and new-order data 
four or five weeks after the month to which the figures 
apply is slow compared with the earlier availability of 
similar figures assembled by private services. THE 
CONFERENCE Boarp has been giving thought to tele- 
graphic reporting of such figures from a selected portion 
of its Associates. The processed results might then be 
made available within a fortnight after the month’s 
close, or at about the same time that employment- 
production data are also being released. 

My emphasis here, however, is upon a schism that 
threatens to grow wider among the interpreters of 
economic data rather than upon the several glaring 
weaknesses in our reporting scheme. One group of 
analysts, by far the largest in number, continues to 
base its interpretation primarily upon the traditional 
corpus of historical data. This body of knowledge is 
comprised largely of data assembled over the years for 
manufacturing, mining, construction, and agriculture. 
It is from these industries, in the main, that our in- 
dicators of industrial activity are drawn. As the econ- 
omy changes, we slowly eliminate or discount the value 
of some of the established series that are no longer so 
sensitive or broad a measure of industrial activity as 
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previously. These are replaced or augmented by others; 
e.g., hours of work, or labor turnover. But, on the whole, 
‘the indicators, particularly for the current position of 
the economy, are those relating almost exclusively to 
the primary and secondary industries. 


THE TERTIARY INDUSTRIES 


A second group of analysts, in the minority but grow- 
ing in number, also relies heavily in its analytical pur- 
suits upon indicators for the primary and secondary 
industries. In addition, it gives steadily greater weight 
in its analysis of current position to trends in the ter- 
tiary or service industries and to the preponderantly 
service sectors of the national accounts. 
| This ever-heavier emphasis upon the service indus- 
tries is, I believe, thoroughly justified. Nearly 25 mil- 
lion individuals are now on payrolls in wholesale and 
retail trade, in financial institutions, and in the various 
personal service groups. In contrast, the comparable 
total for all of manufacturing, mining and construction 
is about 20 million. To the number on private payrolls 
in the service sector should also be added 9 million 
nonfarm, self-employed workers and domestic servants, 
raising the total in the tertiary group to 35 million. 
Finally, allowance for service workers on government 
payrolls, including the Armed Forces, would bring the 
grand total of service workers to 45 million. 

The United States Bureau of Labor Statistics has 
emphasized this shift in relative importance: “About 
1950, for the first time in history, the number of workers 
in service industries surpassed the number in the pro- 
duction industries, and the differential has been widen- 
ing ever since. By 1970, workers in service industries 
will account for 57% of all workers.” (See table 
below.) 

This swing toward the service sectors was also stres- 
sed in the report of Thomas J. Watson, Jr., on “Tech- 
nological Change” to the President’s Commission on 
National Goals: “Today almost half of the nonfarm 
labor force is employed in managerial, clerical or sales 
jobs. . . . Service industries, too, such as transporta- 
tion, retailing, finance, utilities, and government service 


Trends in Civilian Employment 


(excluding domestic service and nonagricultural self-employed) 


Production Industries Service Industries 


: Number Number 


Year (millions) Per Cent (millions) Per Cent 
BBO gical eis isis 22.1 56 17.4 44 
MAO) sco see ss 22.5 54 19.1 46 
Mp DOs cloves os 25.7 49 26.5 51 
BOO) i5.5. sus iss 27.2 45 33.4 55 
MONIC, 23s. sus 31.1 43 41.9 57 


Source: Supplementary Statistics for use with Manpower Challenge of the 1960's, U. S. Bureau 
of Labor Statistics, 1960, p. 12 
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Income Originated by Major Primary, Secondary, and 
Tertiary Industries,1929, 1947, 1959 


1929 1947 1959 
Billions Billions Billions 
of Per of Per of Per 
Dollars Cent Dollars Cent Dollars Cent 
Primary-Secondary... 36.0 41.0 90.6 45.7 163.4 40.9 
Agriculture....... 8.3 9.5 19.3 9.7 16.8 4.2 
Mining sc ec: shsead's wae 2.0 2i3) 4.2 2.1 5:5 1.4 
Contract Construc- 
HORS eet oa we 3.8 4.3 8.4 4.2 21.7 5.4 
Manufacturing.... . 21.9 24.9 58.7 29.6 119.4 29.9 
Tertiony ge fad es ses sep. 51.0 58.1 166.7 53.8 234.0 58.6 
Wholesale-Retail 
Trade@s canoe vii os: 13.4 15.3 37,30 18.6 66.9 16.7 
Finance, Insurance, 
Real Estate... .. 12.7 14.5 Wess "hve 40.5 10.1 


Communication, 
Public Utilities, 


Transportation... 9.5 10.8 16.6 8.4 32.7 8.2 
SORVICES Artes nitators 10.3 In ley 18.9 9.5 45.1 11.3 
Government...... 5.) 5.8 18.6 9.4 48.8 12.2 

Total National Income. 87.8 100.0 198.2 100.0 399.6 100.0 


Source: “National Income Supplements” to Survey of Current Business, U. S. Department of 
Commerce 


have undergone a major transformation. Until the 
late 1940's, there were always more people in production 
industries—manufacturing, agriculture, construction 
and mining—than in the service group. Now there are 
over 25% more employees in the service than in the 
production industries, with an increase of over 5 mil- 
lion people in less than ten years.”? 

Because of shifts in the relative levels of value added, 
the increased relative importance of the tertiary in- 
dustries as sources of employment is not reflected in a 
corresponding gain in their percentage contribution to 
national income. Their share of the national income is 
about the same as in 1929, although considerably larger 
than in 1947. Less income is contributed relatively by 
the finance and utility groups, but this has been more 
than matched by the growth of government payrolls. 
(See table above.) 


GOVERNMENT AND TRADE INCOME SOURCES 


The income now originating in government and trade 
combined is almost equal to that arising in manu- 
facturing. (On the basis of income flows—1.e., including 
government interest and transfer payments—govern- 
ment and trade would account for fully a third of all 
income received by individuals, well over the cor- 
responding share flowing from manufactures.) Even 
after the exclusion of government, the service industries 
contribute more to the national income than do the 
primary and secondary industries combined. In the 
aggregate, the public and private service sectors ac- 


1 “Goals for Americans,”’ The Report of the President’s Commission 
on National Goals, 1960, p. 197 
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count for three fifths of the entire national income and 
an even higher proportion of all income received by 
individuals. 

So far as expenditures for services are concerned, 
these in the aggregate are far less cyclically responsive 
than are outlays for products of the primary-secondary 
group. The coefficient of income elasticity for service 
outlays of consumers is lower than for durables or 
nondurables. “During swings in the business cycle,” 
the Department of Commerce has concluded from its 
examinations, ‘“‘durable goods purchases in real terms 
have responded more intensely, nondurable goods 
rather moderately, and services have been fairly insensi- 
tive to income changes.” 

The dissident group referred to earlier gives ever 
greater consideration in its analysis of current and 
prospective business conditions to the built-in stabilizers 
of a service-oriented economy. Alexander Sachs, one of 
the first of such dissenters, has held: ““We are inescap- 
ably led to the conclusion that the technique of cyclical 
indicators is far more fallible and far less reliable than 
the technique of sector analysis and evaluation of the 
elements and the forces that enter into and shape and 
control the gross national product.’ 


CHANGING SIGNIFICANCE OF INDICATORS 


Most recently, Jules Backman voiced his discontent 
with the existing body of economic indicators: “I think 
we have become preoccupied with business indicators 
that have lost their former significance as indicators of 
~ trends for the entire economy. Those indexes have 
recorded sharp drops in some cases for explainable 
reasons. But the fact remains that if we are going to 
spend«smore money on education and vacations, as illus- 
trations, we must count those expenditures as factors in 
our economy just as we do a decrease in carloadings. .. . 
We cannot use the old indicators as comprehensive 
measures of economic trends because they no longer 
reflect fully the goods and services being bought.’ 

Those charged with the custody of economic indica- 
tors have not been unmindful of this intensification of 
interest in service industries. More current data have 
been developed for them and for those national aggre- 
gates in which the stabilizing influences of the expanded 
service components can be clearly seen. Witness the 
release of quarterly estimates of gross national product 
in current and constant dollars, the stratification of 
quarterly personal consumption expenditures by several 


1 Louis J. Paradiso and Mabel A. Smith, “Consumer Purchasing 
and Income Patterns,’ Survey of Current Business, March, 1959, p. 23 

2 “On Determination of the 1957 Outlook,” The Conference Board 
Business Record, April, 1957, p. 190 

3“The Business Outlook 1961,” Studies in Business Economics, 
No. 70, National Industrial Conference Board, 1960 pp. 82-83 


major types of outlays, and the monthly flash reports on 
retail trade. These are outstanding illustrations of a 
productive response to the need of the analyst for basic 
information on current developments in key accounts 
for the service sector. 

Essentially, however, the monthly measures (even in 
the revised Economic Indicators of November, 1960) 
continue to be drawn from the historic mold of primary 
and secondary industries. The volatile indicators are 
given the greatest degree of prominence. End-product 
demand is still left to be computed by the sophisticated 
user of national accounts and remains unidentified for 
the lay user. Trade is given more space—a full page—in 
the revised Indicators, but few monthly measures are 
presented for other sectors of the giant service complex. 

Such weekly measures as are featured in the business 
press or weekly summary releases are even more heavily 
concentrated on the course of production. One hardy 
weekly entry, department store sales, is stretched far 
beyond its steadily delimited sphere of significance to 
serve as a retailing and consumption indicator. 

The latest readings of the battery of economic indica- 
tors, as currently constituted, undoubtedly help shape, 
if they do not determine, consumer and business antici- 
pations. As currently constituted, these indicators— 
particularly the weekly and monthly measures—are 
drawn heavily from the primary and secondary indus- 
tries, and especially the more sensitive components. 
These are no longer as significant of trends in the 
balance of the economy as they were prior to World 
War II. Failure to adjust the prevailing monthly or 
weekly system of economic intelligence to give war- 
ranted prominence to prevailing trends in the service 
industries not only renders the task of analysis more 
hazardous for the trained observer, but it can also 
adversely affect investment decisions and consumer 
buying plans. 


FURTHER DEVELOPMENTS OF GNP ACCOUNTS 


Two suggestions are offered in the hope of bringing 
about a better balance in the array of economic indica- 
tors as well as in the impression conveyed by such 
measures to the general public. The first concerns 
further development of the gross national product ac- 
counts for purposes of current business analysis. These 
accounts are without question the most popular of all 
economic measures. They figured prominently in the 
recent debates of the Presidential candidates. They are 
a common ingredient in discussions of economic growth 
here and abroad. The gross national product, for better 
or worse, is now the most widely accepted measure of 
aggregate national economic activity. 
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Valuable as was the development of quarterly esti- 
mates of gross national product, the potentials seem 
even more rewarding for the construction of such 
figures on a monthly basis. At the same time more body 
could be put on the skeletal framework of the quarterly 
accounts, as presently estimated, particularly for con- 
sumption expenditures. Quarterly data should come as 
close as possible to the detail on annual personal con- 
sumption expenditures in the National Income Supple- 
ment (table II-4). 

At critical or turning points in the business cycle, the 
need for a more broadly based battery of current indica- 
tors grows acute. As currently constituted, the prevail- 
ing indicators fail to provide the necessary balanced 
perspective. A case in point occurred shortly after Labor 
Day when a series of unfavorable reports emanated 
from the volatile primary and secondary industries. 
This was also the season in which capital budgets were 
being formulated. Undoubtedly business expectations 
were adversely influenced by the tenor of economic 
news at that time. 

The-strength of end-product demand and the sustain- 
ing influences then prevailing in the service sectors were 
not revealed until well into the fourth quarter. By that 
time the budgeting process had been completed, incor- 
| porating in some instances allowance for a more severe 
general business contraction than the actual situation 
justified. A similar overemphasis upon the areas of con- 
traction may have again emerged from the indicators 
available thus far for the fourth quarter. The desirable 
perspective provided via the gross national product 
measures will not be forthcoming for some weeks to 
come. 

Innumerable and seemingly insurmountable difficul- 
ties are bound to arise in connection with the develop- 
ment of monthly measures of national product and na- 
tional expenditures. Given more resources and the 
proper degree of sympathetic understanding, I believe 
the national social accountant would again rise to the 
challenge as he did in the case of quarterly estimates 
and that steady progress in this direction could be forth- 
coming. 


UNDER-REPRESENTATION OF SERVICE INDUSTRIES 


The second suggestion is far more general than 
specific. It stems from the evidence previously offered 
as to the under-representation of the service industries 
in the indicators of current activity. In 1954, the Federal 
Reserve Board, at the suggestion of the Joint Economic 
Committee of the United States Congress appointed 
several task forces to investigate the adequacy of sta- 
tistics for key areas. Full-scale reports were submitted 
by committees on savings statistics, consumer expecta- 
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tions, inventory statistics, general business expectations, 
and plant and equipment expenditure expectations. 
These reports were not only of value in connection with 
improvements that could be and were readily incorpo- 
rated, but even more in terms of proposed avenues of 
research that subsequently have been profitably ex- 
plored. (These include such innovations as the Board’s 
series on capital appropriations, financed by Newsweek 
and Iron Age, and its series on consumer buying plans, 
also financed by Newsweek.) 


Modernizing Consumption Indicators 


A similar series of task forces might well be set up 
now to deal with the obvious inadequacies currently 
prevailing for the service industries. Such a task force 
might outline, for example, how to modernize the indica- 
tors for consumption. Because of the postwar upheaval 
in the market place, better monthly data on consump- 
tion expenditures are an imperative for the Sixties. The 
aggregate retail sales figures issued monthly by the 
Department of Commerce provide a useful indicator, 
but only for the goods component of the personal con- 
sumption sector of national accounts. Particularly in 
point is the need for better identification of the par- 
ticular categories of consumer items in demand, both 
goods and services. When grocery stores sold groceries, 
segmentation of retail figures by type of outlet provided 
reasonably accurate information concerning what the 
consumer was buying. But since the war, and particu- 
larly in recent years, there has been a vast reshuffling 
in the merchandise lines marketed by most “‘standard” 
types of outlets. Thus sales figures for a specific type of 
store no longer accurately reflect the kind of goods being 
sold. 

Personal consumption expenditures for food pur- 
chased for off-premise consumption increased by about 
20% over the past five years. In the same time span, 
food store sales advanced by a striking 30%. This is 
perhaps a rather rough indicator of the extent to which 
food stores have been expanding their nonfood depart- 
ments. The comparison is not immaculate in method, 
but the sharp difference between the numbers does 
make the poirit. A similar change has spread over the 
entire spectrum of retailing—women’s clothing stores 
sell items of men’s apparel, drug stores sell small ap- 
pliances, and so on all along the line. The growing 
promiscuity of merchandise mix seriously blunts the 
usefulness of ‘‘type of store’ retail figures and under- 
scores the need for developing estimates of retail 
activity by product class. In addition to exploring the 
possibilities of monthly estimates of retail trade by 
commodities, the task force might weigh the prospects 
for monthly data for such giant service industries as 


recreation, tourism, hotels and motels, hospital care, 
and insurance, to name but a few. 


Research and Development Expenditures 


Still another burgeoning service area for which quar- 
terly or monthly data would be particularly revealing is 
research and development expenditures. This form of 
business investment may be far better maintained over 
the cycle than its counterpart of brick and mortar. 
Through the work of the National Science Foundation, 
a steadily more detailed statistical base has been built 
for this new industry of discovery. Along with the 
intensification of interest in research as a form of invest- 
ment has come more detailed record keeping, so that the 
proposed task force might well consider measures of 
both prospective as well as current outlays (e.g., research 
appropriations as well as outlays). 


Advertising 


Another huge component of the service complex is 
advertising, which, as in the case of research and devel- 
opment, gives steadily greater promise of moving coun- 
tercyclically. Current reports for this $10-billion-plus 
industry are confined largely to the trade’s own journals, 
although more space and attention is now being devoted 
to its economic trends in the metropolitan press. Here, 
again, the outlays have grown so large that more 
specific records have now been set up by the largest 
advertisers and much more information is available in 
published corporate reports, on the amount spent, and 
by media. In addition to this current reporting phase the 
task force might explore the possibility of developing 
expectational data for this sector. Some efforts have 
been made by THe ConrereNce Boarp to develop a 
quarterly reporting system on advertising appropria- 
tions of the thousand largest national advertisers, 
similar in purpose to the series on capital appropriations 
of the thousand largest manufacturing enterprises. A 
modest pilot effort strongly suggests the foreshadowing 
significance of such a series, but efforts to secure finan- 
cial support for more complete exploration have not 
been fruitful thus far. 

As with the preceding reports of such task forces, 
where additional research is necessary or would be help- 
ful to the implementation of monthly accounts, a re- 
search agenda could be developed and an order of 
priority suggested. From this and related activities, 
including hearings of the Joint Economic Committee, 
could well be provided the necessary stimulus for the 
proliferation of indicators for the service area. Without 
these additions, current economic indicators are bound 
to grow increasingly inadequate for today’s consumer- 
centered, service-oriented economy. 
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GAS AND ELECTRIC 


| De THE FIRST nine months of 1960 the investor- 
owned gas and electric utilities authorized $4.2 billion 
for capital expenditures. This total was slightly higher 
than in the similar period of 1958 and more than $400 
million, or a tenth, greater than in the first three quar- 
ters of 1959. 

At the same time, gas and electric company expend- 
itures during this period of 1960 amounted to almost 
$3.6 billion, somewhat less than during the first nine 
months of the two preceding years. After deducting 
these outlays from capital appropriations, and making 
allowance for a moderate rate of cancellation, ap- 
propriations from January to September, 1960, ex- 
ceeded expenditures by almost $350 million. Thus the 
total backlog of uninvested authorizations rose from an 
estimated $5.7 billion to more than $6.0 billion. This 
was the first backlog increase during the January- 
September period in the past three years. 

The backlog build-up was accounted for by the elec- 
tric utilities, which reversed declines of the previous 
two years. A small drop in unspent approvals occurred 
in the gas utility group, following a large accumulation 
in the first nine months of 1958 and virtually no change 
in 1959. The electric companies raised appropriations 
above both 1958 and 1959, while reducing actual ex- 
penditures. The gas companies, on the other hand, 
lowered approvals and increased outlays compared 
with 1958, but matched the 1959 rates. 

While both groups had greater accumulations of 
uninvested approvals at the end of September, 1960, 
than a year earlier, only the electric companies actually 
added to their backlogs during the first three quarters 
of 1960. Gas company backlogs at the end of September, 
1960, were higher than at the same time a year earlier 
only because of a sharp rise in appropriations relative 
to spending in the fourth quarter of 1959. Hence during 
1960 the electric utilities caused most of the lift in back- 
logs for future capital investment. 


SCOPE OF THE SURVEY 


This is the first report on a new quarterly survey of 
capital appropriations and expenditures in the gas and 
electric utility industry. The study is financed by 
Newsweek magazine, and is conducted by THE Con- 
FERENCE BoarD in conjunction with the Edison Elec- 
tric Institute and the American Gas Association. 

This new survey studies the investor-owned gas and 
electric utility companies. Not included are cooper- 
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atives and governmental systems. During the period 
from the first quarter of 1958 through the third quarter 
of 1960, fifty-three private gas transmission and dis- 
tribution companies and 125 electrical generating, trans- 
mission, or distribution firms cooperated. 

The electric companies reporting to this survey ac- 
counted for more than 89% of all investor-owned 
electric utility plant and for almost 91% of all direct 
kilowatt-hour sales to ultimate customers by private 
units in 1958. The cooperating gas companies accounted 
for more than 61% of the revenues from sales of all 
investor-owned gas transmission and_ distribution 
facilities during 1959. 

Estimates of capital appropriations, expenditures, 
and backlogs of unexpended authorizations for the en- 
tire industry are constructed from totals derived from 
the company reports, adjusted according to the extent 
to which the reporting sample accounts for the activity 
of all investor-owned units, as stated above. These 
estimates are further adjusted to bench marks provided 
by censuses of the electric and gas utilities, which are 
carried out annually by the Edison Electric Institute 
and the American Gas Association. 

During 1958, the investor-owned electric companies 
actually spent almost $3.8 billion for new construction, 
while the gas companies spent somewhat in excess of 
$1.6 billion. Thus total expenditures in the private 
utility sector during 1958 came to almost $5.4 billion. 
This accounted for approximately 88% of all private 
and public construction expenditures on electric and 
gas facilities in that year. Similarly, total construction 
outlays by the investor-owned utilities during 1959 
were in excess of $5.1 billion, or about 90% of total gas 
and electric construction ($5.7 billion) during that 
period. 

Besides excluding power cooperatives and govern- 
mental units, the present survey further screens out in- 
vestments by the investor-owned group in all secondary 
services such as steam-heat distribution, transportation 
lines, and telephone systems. The data produced by this 
survey thus represent only those sums spent on direct 
gas and electric services. 


ELECTRIC UTILITIES HIKE APPROVAL BACKLOGS 

Capital appropriations, expenditures, and change in backlogs, 
first three quarters of 1958, 1959, and 1960 

Based on reports from 178 investor-owned gas and electric 
companies 
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BILLIONS 


BACKLOG 
CHANGE 


FIRST NINE MONTHS 


APPROVALS CA) MINUS OUTLAYS (CO) 
= BACKLOG CHANGE 


Source: The Conference Board 
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A New Survey 


The introduction of the present survey of the gas 
and electric utilities marks another important addition 
to The Conference Board's program of research into 
business expectations. Through separate study of the 
electric and gas industries, a new fund of data is 
being provided for comparative financial and mar- 
ket analysis. Disaggregated quarterly figures for 
these groups on a current basis are presently avail- 
able from no other source. This survey extends the 
Board's study of capital investment anticipations in 
American industry, and is the first step thus far taken 
beyond the manufacturing sector. 


Heretofore, current quarterly information on capital 
formation by the gas and electric utilities, as publicly 
issued by governmental agencies, was confined to the 
aggregate. Now for the first time are provided quarterly 
data for each industry, and the trends for these rather 
different types of services can be”traced separately. 


RECENT TRENDS 


During the third quarter of 1960, the gas and electric 
companies authorized about $760 million for new con- 
struction. Although this sum was almost 30% greater 
than that set aside during the same period of 1959, it 
was a tenth below the $854 million approved during the 
third quarter of 1958. Outlays in the latest period, 
however, were somewhat less than in the similar periods 
of both previous years, whereas sharp boosts in ap- 
provals occurred between the fourth quarter of 1959 and 
the frst quarter of 1960. At the end of last September 
the backlog of unspent appropriations was almost a 
tenth greater than at the same time in 1959 and about 
equal to the backlog in September, 1958. 

In the latest quarter, the gas companies boosted 
approvals by 96%, while electric utility appropriations 
were about 7% under the 1959 level. This pattern re- 
versed that of the first two quarters of 1960, when the 
electric companies were raising approvals relative to a 
year ago, and the gas companies were cutting back. 

Gas utility expenditures in the third quarter of 1960 
matched those in the same period a year earlier, an 
improvement upon the cutback in the second quarter. 
Outlays by the electric companies dropped slightly 
below 1959 rates, continuing a moderate declining 
trend interrupted only in the second quarter. 

The third-quarter cut in electric company appropri- 
ations reversed five successive quarters of year-to-year 
rises. Since their outlays were in a very mild but per- 
sistent downtrend from the first quarter of 1959 through 
the latest quarter, the backlogs of the electric utilities 


posted increases above year-ago levels in the first, 
second, and third quarters of 1960. 

The appropriations, outlays, and approval backlogs 
of the gas utilities have shown a mixed year-to-year 
trend since the first quarter of 1959. As a result, both 
their appropriations and expenditures have recorded 
little change in the first three quarters of 1960 taken as 
a whole. Backlogs of uninvested authorizations in the 
gas utilities declined very slightly from year-earlier 
rates in both the first and second quarters of 1960, but 
rose about one eighth in the third quarter. 

Thus total utility approvals have advanced far above 
year-ago rates for four successive quarters, although 
the rate of year-to-year gain has been irregular. Except 
for a very small increase in the first quarter of 1960, 
however, expenditures have been declining moderately 
since the beginning of 1959. The advance in electric 
industry backlogs during the first three quarters of 
1960 largely determined the rising backlog trend of the 
utility total. 


OUTLOOK FOR CAPITAL EXPENDITURES 


If maintained, the gradual advance in appropriation 
backlogs since the beginning of 1960 will eventually be 
reflected in a rise in actual outlays. The extent of the 
upward pressure upon spending exerted by backlogs of 
uninvested approvals is indicated by the relationship 
between end-of-quarter backlogs and outlays during 
the quarter. For all gas and electric utilities, the ratio 
between closing backlogs and quarterly expenditures 
has shown the following pattern: 


Years 
Quarter 1958 1959 1960 
ES est alts oe eee ee eee 7.3 6.8 6.7 
WY cis susan Gis chakeeake taxa tcaed ate 5.1 4.9 5.4 
Ua nire Pe enrth ott Bae Pee the Aloe 4.4 4.1 4.7 
LV es site. cr ayyter inet ceacarare tater a ieese tices 3.7 4.0 


These ratios represent the number of quarters that 
the closing backlogs would last at the rate of spending 
during the quarter. The figures show that these backlog 
rates were below year-ago levels for the first three 
quarters of 1959. The ratio in the final three months of 
1959, however, exceeded that in the same period of 1958. 
Similarly, the first year-to-year increase in actual out- 
lays occurred three months later, in the first quarter of 
1960. The backlog ratio in this period was slightly under 
the rate at the beginning of 1959. Expenditures again 
declined from year-ago levels in the following quarter. 
Outlays were once more below a year earlier in the 
third quarter of 1960, but the backlog ratios advanced 
in the second and third quarters. Upward pressure upon 
future expenditures was thus built up during these 
periods. 

As the following data show, the backlog-expenditure 
relationship for the electric utilities has been consis- 
tently better than a year earlier in the latest five quar- 
ters: 
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Years 
Quarter 1958 1959 1960 
MEET eae nes cies Lea ede ne 7.6 7.1 7.9 
UY. 0 3.8 Oe ene oe, See 5.7 5.6 6.0 
RMR 2 cs e055 os Ste ere 5.0 5.1 5.9 
LN?) 5 6 GO OU Re ee eee 4.5 4.7 


Modest gains were posted by this ratio in the third 
and fourth quarters of 1959, but in all three quarters of 
1960 it mounted considerably above the year-ago rates. 
In almost every quarter since the beginning of 1959, 
however, actual expenditures fell under their marks of 
a year earlier. The reason for this prolonged divergence 
is that construction programs in the electric utility 
industry require a long time for planning, engineering 
work, and installation. Indeed, a two-to-theee-year 
period between authorization and final execution may 
not be unusual, as suggested by the average backlog- 
payout relationships at the beginning of the year 
(shown above). The spending cuts in 1959 and thus far 
in 1960 are apparently a consequence of earlier reduc- 
tions in investment allocations. Several more quarters of 
year-to-year advance may be required in the backlog 
ratios of the electric utilities before actual spending 
turns up. 

The response of gas utility expenditures to changes 
in the backlog-spending relationship is evidently much 
quicker than that of electric industry outlays. The 
backlog ratios for the gas utility group are shown in the 
figures that follow: 


Years 
Quarter 1958 1959 1960 
Ui 16. eb Contech ioe: Eee Cee ee 6.4 6.1 4.6 
ls to AAS ere ee a7 3.4 4.1 
CU obs eet Snene ce eee ea a 3.0 Zo 2.8 
MM! Shot Che SRO AOR REE ae eee P74 2.8 


In the first three quarters of 1959, the ratios of ap- 
proval backlogs to outlays fell below those of a year 
earlier. Expenditures advanced about a fifth in the 
first and second quarters. In the July-September 
period, however, outlays topped the year-ago level by 
only 8%, and in the fourth quarter of 1959 they fell 
almost a tenth. 

But in this period, the gas industry backlog ratio re- 
versed its earlier declining trend, topping the year-ago 
rate by more than one fourth. Similarly, gas utility 
outlays mounted more than a fourth above ‘the year- 
earlier period in the following quarter. In the first 
quarter of 1960, the backlog ratio once more fell; in the 
second quarter of 1960, expenditures followed suit. The 
backlog ratio rose again in this period; and one quarter 
later, outlays pulled even with their volume in the com- 
parable period of 1959, a relative improvement over the 
trend in the second quarter. In the third quarter of 1960 
the backlog ratio again exceeded its year-ago rate. Thus 
expenditures may climb above their volume in 1959 
during the closing months of 1960. 
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NEW SECTORS TO EXPLORE 


As more quarterly data are gathered, the gas and 
electric survey can be expanded and refined in order to 
sharpen its analytical and forecasting power. For 
example, with a few years of experience, the seasonal 
patterns in these new series can be fully weighed and 
eliminated, making possible the more precise evaluation 
of underlying trends. The relationships between capital 
appropriations and expenditures may then be more 
adequately determined. Cyclical turning points in the 
two series can be matched and compared so that lead 
times will be revealed. Thus the different time patterns 
of the planning-decision-expenditure process in the gas 
and electric industries can be appraised. This analysis 
will greatly advance our knowledge of the financial 
and operating characteristics of the two industries, 
which this first report shows are very different. 

During the early period of this study, there is an 
insufficient fund of appropriation and expenditure 
figures to permit a proper assessment of normal yearly 
patterns. In the meantime, the trends in approvals and 
outlays must be traced mainly through year-to-year 
comparisons. 

This new project will in volvea continuings earch for 
other information that may shed light upon the patterns 
in appropriations and expenditures in the gas and elec- 
tric industries. At the present time, for example, THE 
CONFERENCE Boarp is appraising the possibility of ob- 
taining separate data on appropriations for major con- 
struction projects that cut across departmental bound- 
aries in their operation, versus those appropriation 
requests whose effects are restricted to the operation of 
single departments. 

Another sector of interest in this area of the Board’s 
research is the relationship of financial and operating 
variables to the trends in capital appropriations and 
outlays. For example, we shall attempt to reveal the 
extent to which shifts in sales to ultimate customers and 
changes in generating capacity in the electric industry 
relate to observed trends in capital appropriations and 
expenditures. In time, it may prove useful to press this 
type of analysis further into the study of approval and 
spending trends by regions of the United States. 
Such an extension of our work may increase in value as 
the population continues to shift geographically and 
new metropolitan regions sprout up. 

Another point of concern in the Board’s program of 
business research is the light that capital appropriations 
may cast on new orders for electrical generating and 
transmission equipment, and on new orders for gas 
pipeline and distribution equipment. In addition, the 
relationship between the new series on gas and electric 
utility expenditures and similar data on shipments and 
installations of equipment for the electric power and 
basic fuel industries is another useful field for inquiry 
made possible by this survey. 


Table 1: Gas and Electric Utility Investment, 1958-1960" 


Millions of dollars 


Percentage Change: 


Third Quarter 


First Nine Months Third Quarter Nine Months: 
1958 to 1959 to 1958 to 
1958 1959 1960 1958 1959 1960 1960 1960 1960 
TOTAL UTILITIES 
Opening backloga. acronis cle ees 6,240 5,688 5,698 6,879 6,318 6,645 =— 9 0 — 3 
(AD DODrIGHONS ace ae mye ier ato keri 4,045 3,812 4,224 854 588 759 + 4 +11 —1!1 
Canceled ie sd ays wpsncs vee A es ae 276 291 292 145 54 83 + 6 (0) — 43 
Capital expenditures............... 3,837 3,690 3,587 1,416 igocd 1,278 — 7 — 3 —10 
Glasing) backlog) fei tacetac amine aie 6,172 5,519 6,043 6,172 5,519 6,043 — 2 + 9 
Backlog) Chonge mee err aor ee —68 ow +345 700, av Aoh) —602 
ELECTRIC UTILITIES 
Opening backlog sia; aictse rnc taeis S137 4,488 4,306 5,554 4,818 5,179 —16 — 4 — 7 
ADDroprichons. «1-1-2 ele neiiea aero 2,615 2,518 2,929 307 381 354 +12 +16 +15 
Canceled oo. ak dards oa ee site —182 —222 —188 — 107 —38 = 57 + 3 =—15 —47 
Capital expenditures............... 2,771 2,466 2,361 961 843 790 —15 — 4 —18 
Closing backlog 2a: masa: «ici aan 4,793 4,318 4,686 4,793 4,318 4,686 ene + 9 
Backlog change@iiit ac sere on eee — 338 —170 +380 —761 — 500 —493 
GAS UTILITIES 
Opening ‘backlog *% 4% bins anc oe nee 1,109 1,200 1,392 1,325 1,500 1,466 +26 +16 +11 
Appropriations x08 25 «acl kiacie > ome 1,430 1,294 1,295 547 207 405 aa. 0 —26 
Canceled .ista.8 jstainie a: fs, savant —94 —69 —104 —38 —16 —26 +11 +51 —32 
Capital expenditures............... 1,066 1,224 1,226 455 490 488 +15 0 + 7 
Closing \backlogini. a6 jsic1c ts sei eae 1,379 1,201 1,357 1,379 1,201 1,357 —=2 +13 
Backlog changei sic ccs cake: +270 =o —35 +54 —299 —109 if, 
1 Estimates for all private investor-owned gas and electric companies, based upon reports from 178 companies 
Sources: The Conference Board; Edison Electric Institute; American Gas Association 
Table 2: Capital Appropriations and Expenditures of Investor-owned Gas and 
Electric Utilities, 1958-1960! 
Millions of dollars ~ 
1958 1959 1960 
| i] Ill IV | ll Ill IV | tl 
TOTAL“ UTILITIES 
Opening backlog......... 6,240 7,861 6,879 6,172 5,688 7,181 6,318 5,519 5,698 7,283 
Appropriations........:.. 2,475 416 854 1,240 2,708 516 588 1,806 2,767 698 
Canceled :..¢ <0.) Seek At ah —75 —56 —145 —177 —157 —80 —54 —204 —95 —114 
Capital expenditures....... 1,079 1,342 1,416 1,547 1,058 1,299 Tse he te} 1,423 1,087 1,222 
Closing backlog.......... 7,861 6,879 6,172 5,688 7,181 6,318 5, aio 5,698 7,283 6,645 
ELECTRIC UTILITIES 
Opening backlog......... S13 6,277 5,554 4,793 4,488 5,381 4,818 4,318 4,306 5,553 
Appropriations........... 2,012 296 307 785 1,791 346 381] 1,048 2,040 fos Po} 
Canceled... 055362 ose — 36 —39 —107 —97 —135 —49 — 38 —143 —86 —45§ 
Capital expenditures....... 830 980 961 993 763 860 843 917 707 864 
Closing backlog.......... 6,277 5,554 4,793 4,488 5,381 4,818 4,318 4,306 5/353 5,179 
GAS UTILITIES 
Opening backlog......... 1,109 1,584 1,325 1,379 1,200 1,800 1,500 1,201 1,392 1,730 
Appropriations........... 763 120 547 455 917 170 207 758 727 163 
CONCEIED vier closet eae eee —39 —17 — 38 —80 —22 —31 —16 —6!1 —9 —69 
Capital expenditures....... 249 362 455 554 295 439 490 506 380 358 
Closing backlog.......... 1,584 1,325 1,379 1,200 1,800 1,500 1,201 1,392 1,730 1,466 


1 Estimates for all private investor-owned gas and electric companies, based upon reports from 178 companies 
Sources: The Conference Board; Edison Electric Institute; American Gas Association 
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1959 to 
1960 


+ 5 
+29 
+54 
— 4 


se a 
—7 
+50 
— 6 


6,645 
759 
—83 
1,278 
6,043 


5,179 
354 
—57 
790 
4,686 


1,466 
405 
26 
488 
1,357 
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It is apparent, therefore, that this new study of 
capital appropriations in the electric and gas utility 
industries can furnish a large battery of analytical and 
forecasting tools for business research. The present 
report is, of course, only a first step toward creating a 
more abundant reservoir of expectational data for fore- 
casting and interpreting both industry and _ general 
business trends. In subsequent reports the survey’s 
potential will be pursued further and will hopefully 
become more and more fully realized. 


THE TRENDS IN BRIEF 


During the first nine months of 1960 the investor- 
owned gas and electric utilities maintained an advance 
in appropriations begun during the closing months of 
1959. In the same period, their capital expenditures 
continued to drift off from the high point evidently 
attained in the final quarter of 1958. Thus, as 1959 gave 
way to 1960, their backlogs of uninvested authorizations 
shifted from a decline to a moderate advance. It there- 
fore seems likely that capital spending will also recover 
from the downtrend that extended through September, 
1960. e 


The appropriation and expenditure patterns for the 
utility industry as a whole were accounted for chiefly 
by the electric industry, whose approval upsurge was 
dramatic and maintained for five successive quarters 
before dropping moderately in the third quarter of 1960. 
Its capital spending thus far did not reflect the gains 
in approvals nor the advance in unspent backlogs of 
appropriations, which got under way in the opening 
months of 1960. This sustained divergence between 
appropriations and expenditures evidently reflects the 
long period required to translate construction plans 
into actual installations in the electric utility industry. 


In recent quarters, gas utility approvals moved 
erratically while outlays hovered around their year-ago 
levels. Following some advances in 1959, the approval 
backlogs of the gas companies drifted moderately 
lower in the first two quarters of 1960, but recovered 
smartly in the third quarter. 


All in all, a boost in capital expenditures seems fore- 
shadowed by the appropriation and backlog gains 
posted in both the gas and electric industries. How 
soon this upturn will commence may depend largely 
upon the period required for the electric utilities to 
convert their authorized funds into installations of 
new equipment. How far and how high the indicated 
advance will be carried will, however, depend almost 
entirely upon the future trend in capital appropriations, 
to be revealed in the next and subsequent reports on 
appropriations of the gas and electric utilities. 


Martin R. GAINSBRUGH 
FRED STEVENSON 


Office of the Chief Economist 
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Business Bookshelf 


The Idea of a College—An analysis of the problems and objec- 
tives of the liberal arts college with emphasis upon the col- 
lege with Christian ideals. According to its author, “the 
current debate about education will not prove to be fruitful 
unless concerned citizens go beyond mere condemnation to 
the elaboration of an ideal in the light of which comment 
and further achievements may be judged.” His ideal college 
is discussed in terms of the teacher, the student, the cur- 
riculum, and college administration. By Elton Trueblood. 
Harper & Brothers, New York, New York, 1959, 207 pages. 
$4.00. 


International Economic Papers No. 9—This volume contains 
translations of articles by various authors on welfare eco- 
nomics, taxation, investment and productivity. Macmillan 
and Company, London, England, 1959. $4.75. 


Marketing _Management—A thoroughly revised edition of a 
comprehensive text in marketing, this book is divided into 
major sections: planning the basic product, product plan- 
ning for promotion, investigation of the market, pricing and 
price policies, planning the marketing effort, management 
of sales personnel, and control of marketing operations. 
By D. Maynard Phelps and J. Howard Westing. Rechard D. 
Irwin, Inc., Homewood, Illinois, 1960, 846 pages. $10.60. 


Selected Cases in Small Business—This casebook analyzes the 
facts available to a variety of small businesses in arriving 
at policy decisions. Information is so presented that a stu- 
dent is expected to determine the additional information 
needed by the business in arriving at conclusions for action. 
Industries covered range widely from aluminum extrusions 
through potato chips. Michigan Business Reports, Number 
32. By William M. Hoad. Bureau of Business Research, 
School of Business Administration, University of Michigan, 
Ann Arbor, Michigan, 1960, 247 pages. $3.00. 


J. K. Lasser’s Business Management Handbook—This second edi- 
tion of the handbook contains a collection of twenty-one 
“how to” articles on practical business management prob- 
lems. The book is designed to equip the supervising execu- 
tive with the over-all knowledge necessary to deal with 
situations usually met in organizing, financing, administer- 
ing and operating an enterprise. Each section is the work of 
a contributor with an established reputation in his particu- 
lar field. A feature of the book is the many checklists de- 
signed to assist the executive in finding quickly the answers 
to specific problems. A few of the subjects covered include: 
How to find the right form for your business, how to market 
your products, how to find the best location for your busi- 
ness, how to run an accounting system, and how to do 
business abroad. Edited by Sydney Prereau. McGraw-Hill 
Book Company, Inc., New York, New York, 1960, 842 pages. 
$12.50. 


Broadcast Regulation and Joint Ownership of Media—This case 
study in the economics of public regulation in the broad- 
casting industry is designed to explore the relationship be- 
tween economic analysis and policy formation in a regulated 
industry. The study is concerned particularly with the 
character of intermedia competition, ownership patterns, 
and competition in price and quality. By Harvey J. Levin. 
New York University Press, New York, New York, 1960, 
219 pages. $4.50. 


The Newcomers—A discussion of the immigration of Negroes 
and Puerto Ricans into New York City since 1930. The 
immigrants’ problems and prospects are analyzed. By Oscar 
Handlin. Harvard University Press, Cambridge, Massachu- 
setts, 1959, 171 pages. $4.00. 


Observations on Metropolitan 
Life’s Help-wanted Advertising 
Index—and “Welcome to The 
Conference Board!” 


By WILLIAM A. BERRIDGE? 
Economist, Metropolitan Life Insurance Company 


\" E OF THE Metropolitan Life welcome our Confer- 
ence Board friends into the field of help-wanted adver- 
tising analysis; in token whereof, we have already (in 
October) finished transferring to the Board the Metro- 
politan’s national composite index. The Board’s econo- 
mists expect, we understand, to continue computing 
and publishing both its own presently tentative com- 
posite and Metropolitan’s old one, for such period as 
may prove necessary. The purpose is to assess thor- 
oughly the respective advantages of both series, and 
perhaps evolve some single index incorporating the best 
attainable combination of methodological advantages 
and operational economies of each. Meanwhile, all 
agree to regard both indexes as tentative. 

All this is fine! Never in our thirty-odd years of recur- 
rently studying the matter have we considered Metro- 
politan’s method any such “ultimate best”’ one. In fact, 
we had from time to time initiated various experimental 
tests of our own, looking toward possible improvement 
without sacrificing all present advantages. 

As the originator of such a study, we take double 
pleasure in seeing it taken up by a research and service 
organization, and one so highly competent and reputa- 
ble as the National Industrial Conference Board. The 
Board can and apparently will develop for wider useful- 
ness the potentialities of such study, to an extent that 
never has become practicable for the Metropolitan Life. 
(An operating business naturally has much more need 
for applied than for basic research.) 

Like the companion project for measuring labor turn- 
over composites, the help-wanted program has been 
regarded by us as another pioneering effort, intended for 
just such a transfer to some other body. It is but one of 

1 Especially appropriate to the occasion is this reaffirmation of my 
gratitude to the long line of Bureau Associates who have, either by 
counsel or administrative assistance, helped develop and carry on the 
help-wanted projects in the Business Research Bureaus at Brown 
University—Miss Hilda Hoffman, Harold H. Young, Richard P. 
Doherty, and Dr. Thomas L. Norton; and Metropolitan Life Insurance 
Company—Miss Hoffman (again), Miss Beatrice Wilder, Cedric 


Wolfe, Dr. Ewan Clague, Miss Ada M, Matthews, Robert W. 
Hufnagel, and for the past severa] years Mrs. Mona Gomez Coogan 


32 


many pilot projects aimed at demonstrating, as a public 
service, the significance and practicability of some 
activity relevant to company interests but better suited 
for some other organization to carry on and develop. 


“GENESIS” AND “EXODUS” 


Metropolitan’s composite, though first issued as early 
as 1927, really had its genesis in a localized study at 
Brown University, whose Bureau of Business Research 
had published a help-wanted index in April, 1926.2 True, 
that covered only one labor market (Rhode Island), 
and, in effect, only one newspaper (Providence Journal 
and Bulletin), and so was no true composite. However, 
our results from that pilot project clearly warranted 
expanding it to some nationwide sampling, if enough 
newspapers could be persuaded to report faithfully on a 
standardized basis, and if some such project could be 
operated inexpensively. 

Because the Brown Bureau had dedicated itself to 
intensively analyzing conditions within its own local 
area,? it was unwilling to look further afield, and will- 
ingly saw the nationwide idea make its “exodus” to 
Metropolitan. There, both of the above “ifs” came true 
soon enough to permit launching of results in 1927 
through the company’s own Business Research Bureau, 
established earlier in that year. This train of events 
closely paralleled another “exodus,” shortly before, 
concerning labor turnover.‘ 

Issuance of the monthly results has continued un- 
brokenly ever since—to all cooperating newspapers and 
other interested users; also from 1930 on, articles of 
progress-report and general-interpretation nature ap- 
pear, every year or two, in the organ of the cooperating 
association’ and occasionally in professional periodicals.® 


2 “Measuring the Local Labor Market: (1) Labor Turnover, (2) 
Employment Office Operations, (3) Employment Advertising,” 
Brown Business Service, vol. 2, Report 10, pp. 1-5, April 13, 1926. 
Shortly afterward, and perhaps in one case shortly before, other 
organizations also issued help-wanted indexes for certain localities: 
For Buffalo by the University of Buffalo’s Bureau of Business and 
Social Research (Dr. Floyd Burchett), April, 1926; for Boston by its 
Federal Reserve Bank, May 1, 1926; and for Philadelphia by the 
University of Pennsylvania’s Industrial Research Department (date 
unknown; Dr. Anne Bezanson). But the latter did not publish her 
epochal book until three years later: “Help-Wanted Advertising as an 
Indicator of the Demand for Labor,” University of Pennsylvania 
Press, 1929 


3 Brown was first (or very nearly so) among the universities to 
analyze local economic conditions and problems intensively, as is so 
common nowadays. The Bureau was founded in 1921 and headed by 
Prof. Ralph E. Badger, the present writer serving only as Director of ~ 
Research (1923-1927) 


4 A Rhode Island composite of factory labor turnover rates, likewise — 
constructed at Brown, moved us to undertake at Metropolitan 
(through its Policyholders Service Bureau) a nationwide sampling of 
several hundred manufacturers. The company, in turn, transferred 
that “demonstration project” to the United States Bureau of Labor 
Statistics in 1929. B.L.S. has ever since operated its much enlarged ~ 
and otherwise improved battery of turnover indexes, issuing its 
results every month through its own organs and the press 

5 For example, the first was W. A. Berridge, ‘““Barometers of Em- 
ployment Advertising Volume . . . ,” The Classified Journal, Febru- 
ary, 1930, pp. 18-22; and the latest is W. A Berridge and M. G. 
Coogan, “Help-wanted Ads: History and Review of Metropolitan 
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THE COMMON OBJECTIVE 


Like the Board, the company’s motive for building up 
a help-wanted index throughout these thirty-odd years 
has been the hope of deriving from them an “early 
mover” forecasting the cyclical ups and downs in the 
industrial economy. Indeed, the forecast motive was 
also the main, if not exclusive, end hope also underlying 
the labor turnover project. There, the rehirings and new 
hirings, as well as layoff rates, were thought to warrant 
special hope; some favored the inclusion of quits. How 
well the results have fulfilled that hope for either 
project will be shown a little further on. 

Even to get and keep either project going at all re- 
quired developing a motive for the advertising manager 
(or personnel manager, in the other case) to report his 
data consistently. It proved possible to convince these 
men that, in order for them to understand and interpret 
to their superior, the violent ups and downs in help 
wanted (or labor turnover), they needed to be able to 
compare their experience with others in similar posi- 
tions. Such a management aid has now become a com- 
monplace in both professions. 


COMPARISONS WITH INDEPENDENT LABOR-MARKET VARIABLES 


The chart on page 36 marshals the evidence convinc- 
ing us that the experiment yielded results amply signifi- 
cant to warrant carrying on; and it has a unique evi- 
dential value today, particularly since the help-wanted 
curve in this chart was confirmed then, not only by 
the factory quit rate shown by the second curve, but 
also by another index (shown by the third curve) 
which had been constructed earlier. Between twenty- 
five and thirty papers were persuaded to dredge up back 
data for the years 1919-1926; the resulting composite, 
after eliminating seasonal variations, yielded the 
monthly curve at the top of the first chart. Its high 
fidelity in registering the economic recession which hit 
bottom at mid-1924, the preceding 1923 boom, the 1921 
depression, and the heavy boom of 1919-1920 should be 
noted, as well as its high elasticity in range from high 
to low of cycles. In this latter respect, it is excelled by 
few if any among the whole gamut of economic indexes. 
It has even been dubbed “the buckingest bronco of 
them all’’; yet it “bucks” in rhythm with the other two 
“broncos” pictured alongside it in the first chart. 

The factory quit rate, one of the four components of 
the labor turnover index as measured (unweighted 
median) in Metropolitan’s original composite, is traced 
in the second curve. The third curve represents a job 
that had been done for the Federal Reserve Board—a 


Life Insurance Company’s National Index,” ANCAM Exchanges, 
April, 1960 

6 For example, once in an organ of the American Statistical Associa- 
tion, Business and Economic Section Procs.: 1955, pp. 255-264 (espe- 
cially 262-264, Summary), Symposium (with Ewan Clague) on 
“Labor Turnover and Help-Wanted Advertising.” It was also pub- 
licly alluded to elsewhere: W. A. Berridge, “Labor and the Business 
Cycle: Some Industrial Aspects,”’ Harvard Review of Economic Statis- 
tics, vol. 8, no. 3, pp. 134-143 (especially p. 140), July, 1926 
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composite of Public Employment Office operating ratios 
then available in usable form for six important industrial 
states.! (For further descriptions of these two indexes, 
see footnotes to the chart on page 36.) 

Faith in help-wanted’s present validity is warranted 
not only by its early behavior as an index, but also 
by its generally close corroboration by the two other 
labor-market indexes—all three inherently related yet 
statistically derived from sources quite independent of 
one another. Indeed, except for occasional deviations in 
timing and shape, they offer mutual corroboration in 
their broad cyclical sweeps, and even in the minor 
“humps” or “‘shoulders”’ that often interrupt the climb- 
ing or the backsliding phase of a business cycle. It will 
be noted that the factory voluntary-quit rate still con- 
tinues essentially to corroborate the cyclical behavior of 
help-wanted ads. (The charts in support of that state- 
ment are necessarily omitted here, for space reasons.) 


HELP-WANTED CYCLES BACK TO 1919 

The graphic history of Metropolitan’s principal re- 
sults can be read in the first and second chart exhibits.” 
The latter chart shows them, monthly, back through 
1929, both before and after netting out “‘seasonality”’; 
that, like ‘“‘cyclicality,” is obviously violent in help- 


“An Index of the Labor Market Derived from Employment Office 
Statistics,’ Federal Reserve Bulletin, vol. 10, no. 2, pp. 83-87, Febru- 
ary, 1924 


? The corresponding tabular history, here omitted for space, will 
appear soon—with its counterparts for our Male vs. Female series— 
in a Conference Board Technical Paper of Dr. Terleckyj 


The Board’s New Index 


In early 1960, The Conference Board, in conjunc- 
tion with B. K. Davis & Bro. Advertising Service in Phila- 
delphia, began studying help-wanted advertising as 
a business indicator. An article reporting the findings 
appeared in The Business Record of July, 1960; and 
the series developed in that article are now being 
maintained on a current basis. Throughout the 
Board’s work on this subject, it has consulted fre- 
quently with Dr. William A. Berridge, economist in 
the Metropolitan Life Insurance Company, who did 
much of the original work in this field over a long 
span of years. The materials accumulated by Dr. 
Berridge in his study of this subject, together with the 
continuing indexes he has maintained at Metropoli- 
tan Life, have now been transferred to the Board. 
This gift of valuable research materials is hereby 
gratefully acknowledged. A Technical Paper on the 
subject of help-wanted advertising, explaining both 
the Board’s series and that of Metropolitan Life, 
has just come off the press, and is available to 
Associates on request. 
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wanted advertising.! The top chart on page 34 traces 
Metropolitan’s net-of-seasonal back to World War I, 
and the Board’s series for the past decade. It also 
compares that with one other economic indicator—em- 
ployment— which, although partly related, is yet differ- 
ent and in a sense broader in character. The sector of it 
here chosen is that of factory workers, not only because 
these workers form the largest single, and cyclically 
sensitive, component of employment in the nation, but 
also for another important reason. This component is 
carefully adjusted to complete censuses of manufactures 
and other “abutments’’; consequently, it measures both 
the monthly behavior and especially the true long-run 
growth of the sector more reliably than can be done, by 
months, for employment as a whole over so long a 
period. In the absence of such an adjustment, a down- 
ward bias was creeping into the factory employment 
data as measured by the Bureau of Labor Statistics in 
those days by the “link-chain”’ method. 

I strongly disavow for help-wanted any claim to 
proved fidelity in measuring long-time trend. Nobody 
knows, nor can know, the truth on that; for the govern- 
ment takes no census in the help-wanted area, and 
available private data have always seemed deceptive 
either for splicing into time-series form or for anchoring 
our series to occasional ‘‘abutments”’ as in the original 
employment index. 

For those reasons, we warn everybody to be on guard 
against relying too heavily upon the long-run course of 
the full line in the first chart or comparing the level of 
cycles too far apart in time. Instead, the curve’s sig- 
nificance lies primarily in the shapes and timings of 
particular cycles; in those respects, the curve in its 
relation to employment or any other cyclical economic 
correlative yields useful and illuminating interpretations. 


THE BIG QUESTION 


Has the forecast objective been attained? I do not 
know. Persons have sometimes opined that such an 
agnostic answer was unduly pessimistic and even self- 
deprecatory, and that, in fact, we had really discovered 
a good forecasting measure. It would be pleasant to be 
proved wrong on this, but in all such matters a good rule 
is to overstate rather than understate. Our hope for its 
usefulness has waxed and waned as one cycle followed 
another and disclosed differing lead-lag relationships 
between this and other economic series. 

Whether from one bottom to another or one top to 
another, what was at one turn a lead of one or several 
months became a simultaneous movement or even a lag 
of one or several months at the next. Such wobbly 
behavior could result from various causes, of which one 
could be a faulty seasonal correction; but ours is of 


1 That violent seasonality, though probably subject to a gradual 
shift in pattern, is fairly well approximated by the following per- 
centages of each month to yearly average per month as 100—Jan., 92; 
Feb., 82; Mar., 98; Apr., 108; May, 116; June, 101; July, 94; Aug., 
114; Sept., 124; Oct., 112; Nov., 89; Dec., 70 
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course based upon long behavior, and should be reason- 
ably dependable despite the specially troublesome influ- 
ence that Sunday editions exert upon help-wanted data. 
But this is not an adequate explanation for the fact that 
this or any other help-wanted series, general or local, 
that we have ever seen does not yield a definitive 
conclusion. 

The above reaffirmation is, of course, based not only 
upon earlier reflections concerning our own index, but 
also upon careful examination of the Board’s new 
preliminary, announced in the July issue of The Business 
Record. Despite efforts to eliminate the difficult Sun- 
day factor in seasonality—and other methodological 
advantages, some other features of its construction may 
warrant the view that leads, even at peaks, are in gen- 
eral too undependable to justify heavy reliance. 

Without at all denying the possibility of strong and 
consistent forecast qualities, we simply reserve judg- 
ment, and hold the same general opinion as that recently 
expressed by an outside agency with specific reference to 
Metropolitan’s index. In the five years since that index 
was described to the American Statistical Association, 
it has been studied by Dr. Gerhard Bry and others— 
among numerous hoped-for “‘leader’’ series—in an or- 
ganization long stressing such matters—the National 
Bureau of Economic Research. Dr. Geoffrey H. Moore, 
its associate director of research, offers by letter and in a 
forthcoming Bureau book on “Business Cycle Indica- 
tors” this appraisal (with supporting table) : 


“We have analyzed it in our business cycles research 
program for the period since 1919 and find that it shows 
extraordinarily clear cyclical movements that roughly 
coincide with business cycle turns. In other words, it shows 
no consistent tendency either to lead or lag business activity 
in general, although the tendency to lead at peaks is a little 
stronger than at troughs.”’ (Italics mine.) 


Timing at Business-cycle Turns from 1919 to 1958 


Number of Median 

Exact Rough Total lead (—) 
Coinci- Coinci- Number Longest or 

leads dences lags dences! ofTurns lead lag lag (+) 


At business cycle 


peaks... s1. = 4 74 2 3 8 —17 +5 —2 
At business cycle 

troughs..... 1 5 3 9 9 —2 +2 0 
At peaks and 

troughs..... 5 7 5 12 7a 15 0 


1 |nclude exact coincidences and leads or lags of three months or less 


METHODS 


Methodology, while not of major interest to most 
Business Record readers, bears so vitally upon the 
interpretation of results as to warrant summarizing 
before closing. Metropolitan’s sample, which originally 
included about twenty-five newspapers, has encom- 
passed for many years about sixty; these newspapers 
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COMPARISONS OF THREE INDEXES OF THE LABOR MARKET 


Curve two was Metropolitan Life Insurance Company's original quit-rate index 
(unweighted median) 


Curve three was the ratio of jobs offered to jobs applied for, at public employ- 


ment offices in six industrially important states 


(see map) are distributed roughly among forty cities. As 
to circulation, the only pertinent criterion available, the 
sixty comprise possibly one third of all newspapers 
published in the United States. To some, this may seem 
a small sample, but to us it is large. We have always 
been friendly to small samples—if they are constituted 
in proper balance, etc., and if their data are combined by 
methods best adapted to the case. 


VALUE OF SMALL SAMPLE 


Help-wanted advertising happens to be distributed so 
unevenly among newspapers that a few of the biggest 
ones, if merely added, would have dominated the total.! 
To do that would be like “adding horses to apples.” 
Furthermore, certain of the very biggest have eccentric 
features, uncharacteristic of the nation and hence liable 
to warp the true trend. To derive a valid nationwide 
sampling of regional “‘pulses,’’ some curbing of extreme 
weights was considered essential; and it was finally 
decided to allow every paper equal weight. A region 
deserving special weight was given it by simply includ- 
ing from there a roughly commensurate number of addi- 
tional papers. That is why the map spots so many in the 
industrial core, north of the Ohio and east of the Missis- 


sippi rivers, but there are more now than formerly in the 
South, West, and Far West as these regional economies 
have gained importance. Also, to prevent any erratic 
behaviors of some components from unduly swaying the 
results, the form of average used has consistently been 
the unweighted median of month-to-month “link’’- 
relatives, “chained” together as explained below,” and 
the result finally converted to a suitable base period 
(1947-1949 average, nowadays) as 100%. 

The question whether some statistical bias might 
ultimately creep into such a link-chain index (as had 
been encountered before constructing the adjusted em- 
ployment index, previously mentioned) was of course 
uppermost in mind from the outset. At times, that pos- 
sibility seemed to have materialized; at others not. Ob- 
jective evidence of a conclusive nature is still lacking, of 
course. That is true despite the gradually widening 

1 To illustrate, for 1959: top paper, 14%; top two, 24%; top three, 
33%; top four, 38%; top five, 43% 

2 The link-relative is the ratio of a paper’s ads in one month to those 
in the month before. An example would be to assume, for instance, 
2,500 ads in January; 2,000 in February; 2,700 in March. Link- 
relative: for February + January = 1,800 + 2,000 = 0.80; for 
March + February = 2,700 + 2,000 = 1.35. The chain-relative is 


(to January as 100%): February = 80%, March = 80% X 135% = 
108% 
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spread between the N.I.C.B. and the Metropolitan 
indexes during the past ten years, as indicated in the 
top chart on page 34; the former could (or also could) 
be biased by certain features in its construction. All in 
all, it seems likely that both are subject to some 
biases—but remediably. 

The reason why Metropolitan’s prior cycles are 
plotted on a continuous curve in the same chart is that, 
despite a probably downward bias, it may turn out to be 
a not too badly warped picture of actual trend. True, it 
signifies a structure of newspaper help-wanted advertis- 
ing that is essentially stagnant during the period as a 
whole, and in recent decades has shown a generally 
downward trend. But all that may well accord with the 
truth; undoubtedly, the newspapers have suffered heav- 
ily at the hands of such competing agencies as (1) 
public employment offices (spurred by passage of the 
unemployment compensation act twenty-five years 
ago), (2) union hiring halls (spurred by the growth of 
organized labor), and (3) in the white-collar occupa- 
tions, by private employment offices. So it would be no 
great surprise some day to discover that newspapers 
have suffered a drop in not only their percentage share 
but their absolute share of the nation’s total job- 
marketing operation. 


Business Forecasts 


General 


Federal Home Loan Bank Board, press release (January)— 
“Partial data for some late months of 1960 give promise of a 
near record for fourth-quarter additions to investments of 
individuals in savings accounts, United States savings bonds, 
and life insurance reserves. If this prospect is realized, the net 
inflow of such savings will reach a total of at least $5.5 billion 
for the last quarter of this year, up sharply from the $4.1- 
billion inflow a year earlier, and well above that of any quarter 
since the first three months of 1958. Such an addition would 
bring 1960’s accumulation of new savings in these media to 
about $17 billion, an amount substantially higher than the 
$14.1 billion in the full year 1959, and approaching the post 
World War II record of $18.9 billion established in 1958. 

“The dominant role played by savings and loan associations 
in attracting and holding investment funds is shown by the 
percentage of all selected savings flowing into these institu- 
tions during the first nine months of 1960. For this period the 
increase in the associations’ savings accounts represented 43% 
of net growth in all types studied. The projected $2.8-billion 
gain in association accounts for the fourth quarter will top the 
$2.1-billion rise a year ago, and likely raise this figure to at 
least 45% for 1960 as a whole. 

“Looking forward into the new year, it seems plausible to 
expect savings in the more readily redeemable forms to con- 
tinue rather strong for some months, carrying forward on the 
momentum generated in the last half of 1960. A tendency 
toward reduced consumption expenditures and resulting stim- 
ulation of savings has been noted during this period of transi- 
tion from tight to easier money conditions. Even should con- 
sumer spending accelerate later in 1961, current savings of 


FEBRUARY, 1961 


37 


individuals should add substantially to the thumping nest egg 
of more than $312 billion now entrusted in savings accounts 
and like investments.” 


Agriculture 


Business Conditions, Federal Reserve Bank of Chicago 
(December)—“. . . Demand for food and farm products is 
expected to be maintained in 1961, as both domestic consump- 
tion and exports will continue at high levels. 

“Cash receipts from farm marketings and realized net in- 
come of farm operators in 1961 are expected to remain close 
to 1960 levels. While the volume of products marketed by 
farmers may increase further next year if growing conditions 
are average or better, prices may average slightly below the 
current year. 

“Farm costs leveled off in 1960 and little change is expected 
in 1961. Interest payments and taxes rose sharply this year 
while expenses for livestock and feed were lower. . 

“The net worth of agriculture, as an industry, is estimated 
to have declined 3% during 1960, the first decline since 1953. 
A downward trend in farm land values in most states since 
March is largely responsible, though small declines were 
recorded in other farm assets, and farm debts rose. Farm debt 
is expected to total $25.7 billion on January 1, 1961, compared 
with $24.3 billion a year earlier. However, debt will still be less 
than 13% of the value of farm assets. 

“The longer-term outlook for agriculture is dominated by 
the prospect of continued surpluses of major crops if it is 
assumed that support prices and major farm programs now in 
operation will be continued. Expansion of the domestic market 
for farm products will depend primarily on the growth of 
population, since the effect of rising consumer incomes on food 
consumption per person is small and seems to diminish as 
incomes rise. Experts in the Department of Agriculture 
project an 11% increase in total domestic use of agricultural 
products from 1959 to 1965. Agricultural exports are estimated 
to increase 20% by 1965, assuming continued vigorous use of 
export subsidies and special government export programs such 
as the ‘Food for Peace’ proposal. 

“Total farm output is expected to continue upward. Even 
with continuation of subsidies and other special government 
export programs, Department economists concluded ‘. . . that 
by the mid-1960’s, our surplus capacity may be about the 
equivalent of 15 million to 25 million acres of cropland . . .’ 
considering market outlets and productive capacity as a 
whole. However, these economists noted that in recent years 
they have tended *. . . to underestimate rather than to over- 
estimate further increases in farm output.’ ” 


UISECE WEUE U9 


Paul S. Willis, president, Grocery Manufacturers of 
America, Inc. (in a GMA news release, December)—‘““The 
United States food industry currently presents a bright spot 
in an economic picture marked by indications of a period of 
‘adjustment’ in some other industries. Rising volume of 
consumer food purchases and increasing capital expenditures 
here and abroad by grocery manufacturers continue as major 
factors in the growth and stability of the national econ- 
ORIY ae a.e 

“Total consumer food expenditures for 1960 will be about 
$76 billion, as compared with $73 billion in 1959. Food 
spending in 1961 is expected to top $78 billion—and by 1970 
the figure may exceed $105 billion annually, based on pro- 
jected income and population growth. .. . 


100 


INVERTED 


FAILURE RATE4 


LIABILITIES OF 
BUSINESS FAILURES 


200 


1949 '50 ‘SI: ‘52 ‘53°'54 (555 (56) “57 | 587 595 60 300 


400 


500 


RATIO SCALE NUMBER OF 
(INVERT ED) BUSINESS FAILURES 


200 2,000 
1952 1953 1954 1955 1956 1957 1958 1959 1960 

PROFILE OF BUSINESS FAILURES ANumber of failures per 10,000 concerns listed in Dun & Bradstreet 

In millions of dollars Reference Book 


Data seasonally adjusted 
Sources: Dun & Bradstreet; The Conference 
Board 


38 BUSINESS RECORD 


50 


60 
70 
80 


90 
100 


200 


300 


400 


500 
600 


— RATIO SCALE 


CINVERTED J) 


700 


800 


1952 1953 1954 1955 


1956 


ne he WF / 1958 1959 1960 


NUMBER OF FAILURES IN THREE MAJOR GROUPS OF ACTIVITY 


Data seasonally adjusted 
Sources: Dun & Bradstreet; The Conference Board 


BUSINESS FAILURES AND BUSINESS CYCLES 


i UPHILL CLIMB in business failures that started in 


 mid-1959 persisted and steepened in 1960. The number 


of business failures rose 10% from 1959 to 1960; the 
liabilities involved increased 35%. Since clearly defined 
shifts in the direction of business mortalities generally 
foreshadow turning points in the business cycle, the up- 
ward trend of this series contributes to the conclusion 
that business! conditions have entered a phase of reces- 
sion. 


Amplitude and Duration 


As with general business cycles themselves, cyclical 
changes in the number of business failures bear impor- 
tant resemblances to past fluctuations, but are never 
precisely the same. The first postwar rise in business 
failures was substantially steeper and of longer duration 
than the succeeding rises. Business failures advanced at 
an average monthly rate! of 5.4% for a period of four 
years from December, 1945, to December, 1949. But in 
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December, 1945, there had been only forty-one failures, 
or an annual rate of barely four per 10,000 concerns 
listed by Dun & Bradstreet, far below any other monthly 
figure recorded in this series;? the relatively steep rate of 
increase thus has only limited significance. 

The contraction in number of business failures which 
lasted from December, 1949, to July, 1952, occurred at a 
monthly rate of 1.0%. Hence the downturn phase in 
failures was shorter in duration and considerably less 
steep than the preceding expansion phase. 

The sharp increase in business fatalities in 1946 and 
perhaps most of 1947 was probably more a reflection of 


1Since wide month-to-month random fluctuations in business- 
failure statistics exist, even after seasonal adjustment, rates of change 
between peaks and troughs in business failures used in this article 
refer to rates of change in five-month moving averages (centered in 
the third month). In this way, much of the erratic movement is 
smoothed and exaggeration of the cyclical swings is avoided 


2 The number of failures per month from 1920 to 1940 averaged 
1,570; since 1940, the number has averaged 715 
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radical market changes associated with the transition to 
peacetime needs than a foreboding of incipient weakness 
in general business. Pent-up civilian demand for goods 
and services acted as a catalyst for the birth of new 
firms. 

Sharp gains in the formation of new businesses occur- 
ring from 1945 through 1947 were probably the leading 
reason for the acute upturn in failures in 1946 and 1947. 
The mortality rate for business concerns is highest in the 
first five years of their existence, and a period of rapid 
growth in new businesses is typically accompanied by a 
growth in failures. 

A time of widespread prosperity, when opportunities 
for new ventures seem plentiful, is also generally a time 
of a rise in failures. Of course, in such a climate the 
births of businesses tend far to exceed the deaths, and 
the net result is a considerable growth in the total 
business population. In the immediate postwar years, 
the number of operating firms rose from 3.2 million at 
the end of 1945 to 3.9 million in mid-1948, a record rate 
of growth. 

The next growth phase in failures covered the twenty- 
seven months from July, 1952, to October, 1954, leading 
into the 1953-1954 recession and extending a few 
months beyond it. The monthly rate of rise in casualties 
was 1.6%, substantially lower than the 5.4% monthly 
rate of the preceding rise. The subsequent contraction 
in failures was both brief and modest; it lasted only six 
months (from October, 1954, to April, 1955) and pro- 
ceeded at only a 1.0% monthly rate. 


The Present Phase of Increase 


A new wave of expansion in business mortalities, 
rather clearly associated with the 1957-1958 recession, 
started in May, 1955, and continued until May, 1958, at 
a monthly rate of 1.0%. The ensuing decline ran for only 
a year (until May, 1959), also at a monthly rate of 1.0%. 

he present phase of increase in business failures 
started in June, 1959; after a brief pause at the end of 
1959, the trend climbed fairly steadily throughout 1960. 
So far, the upswing has been at a monthly rate of 1.3%. 

Several observations can be made about the charac- 
teristics of these undulations in the number of business 
failures during the postwar period. With the exception 
of the first postwar expansion of failures, which resulted 
from the abnormal business climate in the years immedi- 
ately following the war, the monthly rates of rise and 
fall in failures have been of generally similar magnitude. 
However, the upswings have been of notably longer 
duration than the downswings. Hence each trough and 
peak has been significantly higher than the preceding 
one. 

Only part of the postwar growth in failures is ex- 
plained by the rise in the total business population. 
Even after correction for this higher base of existing 
businesses, the trend is clearly on the incline. The num- 
ber of failures per 10,000 firms rose at an annual rate of 
9.1% from 1948 to 1960. Paradoxically, this ascent in 


casualties is in part an outgrowth of the favorable busi- 
ness climate, which encourages increases in new business 
formations with a concomitant rise in failures. 


Failures by Type of Activity 


The current rise of failures is heavily weighted by the 
increase in failures of construction concerns. From 1959 
to 1960 the number of failures in construction rose some 
25%, compared with an increase of 10% for the total. 
Construction accounted for about 540, or nearly 40%, of 
the 1,400 rise in the number of business failures from 
1959 to 1960. In 1960, 17% of total failures occurred in 
the construction industry, compared with 15% in 1959. 
Retail trade as a whole fared a little better than 
average, with a 7% increase in failures from 1959 to 
1960.1 But the automotive group” was a leading con- 
tributor to the recent rise, with 320 more firms in the 
retail automotive group failing in 1960 than in 1959— 
an increase of 30%. The rise in this mortality rate 
within these two segments of business population— 
construction and automotive—accounted for over 60% 
of the total increase in failures from 1959 to 1960. 
Other divisions of industry and trade that suffered — 
casualty rates at least 20% higher than in 1959 include ~ 
transportation equipment manufacturing; lumber, build- 
ing materials and hardware wholesalers; motor vehicles 
and auto equipment wholesalers; drug stores; laundries; 
and business and repair services. Many types of activity 
actually registered declines in failures from 1959 to 
1960—namely, food and kindred products manufactur- — 
ing; stone, clay and glass products manufacturing; 
chemicals, drugs and dry goods wholesalers; retail food — 
and liquor stores; apparel accessory stores; general — 
merchandise stores; passenger and freight transporta- | 
tion services; cleaning, dyeing, and repairing shops; and © 
undertakers.’ 


Liabilities of Failures 


From 1959 to 1960, total liabilities of failures rose some ~ 
35%, substantially above the 10% rise in number of © 
casualties. The average liability per failure thus also — 
rose markedly, from $49,300 in 1959 to about $60,800 — 
last year. In the postwar years, liabilities have con- — 
sistently grown faster than the number of failures. (A — 
substantial part of this phenomenon can be explained by ~ 
postwar price inflation.) 

Historically,‘ liabilities tend to lead the number of — 


1 After showing very little movement for a year and a half, business — 
failures in retail trade rose quite sharply in the second half of 1960. — 
The number of failures in retail trade climbed 16% from the second ~ 
half of 1959 to the second half of 1960 


2Tncludes automobiles, parts, accessories, filling stations and 
garages 


3 For a review of the rise in failures, by type of activity, in the — 
recessions of 1948-1949, 1953-1954, and 1957-1958, see The Business — 
Record, June, 1958, p. 237 


4For the period 1875 through 1958, the National Bureau of — 
Economic Research calculates an average lead for liabilities of failures 
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failures in both the upturn and downturn phases of the 
business cycle. This lead has sometimes been as long as 
six to twelve months. During 1949, a recession year, 
liabilities began to recede about midyear, while the 
number of failures continued to expand almost to year 
end. Hence the average liability per failure actually 
declined from 1948 to 1949. Similarly, in the recession 
year of 1954, the average liability per failure fell below 
1953. 

However, in the recession of 1958 both number and 
habilities worsened practically simultaneously, and 
in that year the average liability rose above the 1957 
figure. Since the timing of the cyclical turns in these 
two series is seldom coincident, a rise or decline in the 
_ average liability per failure in any one year over the 
previous year has limited significance. A more mean- 
ingful measure of the growth or decline in average 
liability is perhaps its relative change from peak to 
_ trough, and from trough to peak. Although there was a 
6% decline in the average liability per failure from 1953 
to 1954, there had been a 60% rise from 1950 (the pre- 
ceding trough in average lability) to 1953 (the peak in 
average liability preceding the recession of 1954). From 
1953 to 1955, the average liability per failure declined 
8%. In the past six years there has been a steady annual 
rise, and by 1960 the average liability was nearly 50% 
above the 1955 figure. 

SHIRLEY S. HOFFMAN 
Division of Business Analysis 


of 11.5 months for the downturn phase of the business cycles and 6.9 
months for the upturn phase. The lead for number of failures is 
roughly a couple of months shorter on business cycle turns 


NOTES ON THE DATA 


The Dun & Bradstreet statistics on number and liabilities of 
failures are drawn from a limited universe of business enterprises 
that includes manufacturers, wholesalers, retailers, building con- 
tractors, personal services, and certain types of commercial 
service, such as public utilities, water carriers, motor carriers, and 
air lines. They exclude agriculture, professional services, financial 
enterprises, insurance and real-estate companies, railroads, termi- 
nals, amusements, and many small services. Consequently, the 
coverage of Dun & Bradstreet data is substantially smaller (by 
about 40% in recent years) than the more inclusive Department of 
Commerce series on total business population. 


Business failures include only those concerns involved in a court 
proceeding or in a voluntary action likely to end in loss to creditors. 
Excluded are firms that are discontinued because they are operat- 
ing at a loss or without profit; these are failures in a broader sense, 
but no loss to creditors is involved. Business failures, in the broad 
usage, constitute about half of all discontinuances, but in the 
limited sense of the Dun & Bradstreet series used here, failures 
represent only about 5% of total business discontinuances. 


The liabilities series reflects current liabilities, and includes all 
accounts and notes payable and all obligations, whether in secured 
form or not, known to be held by banks, officers, affiliated compa- 
nies, supplying companies, or the government. They do not include 
long-term, publicly held obligations. Offsetting assets are not taken 
into account. 
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Consumer Markets 


The Business of Services 


Ox: OF THE striking changes in the postwar pattern 
of consumer spending is the increasing importance of 
services in the average family’s budget. At first look 
certainly, the figures are impressive. Last year con- 
sumers spent over $130 billion for services, ranging from 
medical checkups to college tuition to rumba lessons. In 
the past decade the nation’s service bill doubled, while 
total consumer expenditures increased by less than two 
thirds. The rise in service demand has been sharp and 
steady: even in periods of economic slowdown, when the 
demand for goods grew hesitant, service sales continued 
strong. In the third quarter of 1960, for example, the 
annual rate of goods purchasing was off $2.6 billion from 
the preceding quarter, but service spending increased by 
a rate of $2.0 billion. 

So pronounced has been the apparent rise in services 
that the question is sometimes raised whether it might 
not be impeding economic growth. An increase in the 
demand for goods generally triggers more investment in 
additional plant and equipment than does a correspond- 
ing rise in services. There is also some concern lest the 
expanding importance of services so commit consumers’ 
resources as to force critical cutbacks in goods purchases 
during periods of economic difficulty. Once assumed, 
many service commitments—rent, utilities, insurance, 
for instance—are not conveniently curtailed. 


Extent of Rise 


What has been the nature of this growth in services? 
What can be expected in the period ahead? 

A very substantial share of increased service spending 
comes from higher prices. We are now paying over a 
third more than in 1950 for an identical group of serv- 
ices. Prices for goods, in the meantime, have advanced 
by less than half that rate. Adjusting for these price 
changes, the consumer is presently spending about 40 
cents of every dollar for services as compared with 36.5 
cents ten years ago (in today’s values). This is an 
increase, to be sure, but one of only half the magnitude 
indicated before accommodating for price changes. 

In addition, the expanded postwar importance of 
services, rather than representing a significant trans- 
formation of consumer spending habits, as is sometimes 
suggested, is more a recouping of ground previously lost. 
In 1929, services accounted for just about the same real 
share of total consumer expenditures as they do today. 
The ratio declined during the depression Thirties (largely 
because of a decrease in rent spending), remained low in 
the early postwar years (when the demand for durables 
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was heavy); and began its upward climb with the 
prosperity of the Fifties. 

In appraising recent trends it is useful to divide 
services into two broad groups: those directly related to 
the home, and “all other.”” Each group accounts for 
about the same magnitude of spending. 

Under the classification “‘all other’ falls a wide range 
of items—medical attention, transportation, clothing 
care, personal business, beautification, and betting on 
the horses. The recent spending trends for the various 
services have been vastly different. Real outlays for 
medical care have risen sharply, owing largely to the 
spread of hospital and surgical plans. Sizably up, too, 
are expenditures for personal business, which includes 
insurance and interest on instalment debt. A larger real 
share of the dollar is also going for education, foreign 
travel, participant amusements, and other services. 

But there are many services that have grown less 
important in recent years. Transportation, for instance, 
now claims a smaller real share of the family budget 
than a decade ago. More cars on the road have height- 
ened repair and maintenance expenditures but have also 
resulted in a relative decline in spending for intercity 
and local transport. Television has brought a decrease 
in paid spectator admissions; the washing machine has 
lowered laundry expenditures. Relatively less is also 
being spent at the barber and beauty parlor. 

It is no surprise that various service trades have been 
affected differently by changing living patterns; the 
significant aspect of the service-expenditure picture is 
that, in aggregate, the real proportion of the family 
budget currently going for services—excluding those 
directly related to the home—is just about the same as 
it was a decade ago. In other words, almost the entire 


expanded importance in consumer service spending is’ 


accounted for by rent and household operations. 


Infigence of Imputed Figures 


A consideration of Department of Commerce defini- 
tions is of considerable relevance, in this connection, 
in understanding the entire service story. Household 
operations are no problem: the service component here 
is composed mainly of utilities, and the extended owner- 
ship of appliances has sent kilowatt consumption soar- 
ing. But rent, which accounts for a third of all service 
expenditures, is a far more complicated item. Under this 
designation, the Commerce Department lists actual 
tenant rent payments, and an imputed rental value for 
owner-occupied dwellings. It is the latter item that 
bears watching. Under it, the Department enters an 
estimate of what the owner might be expected to receive 
if he elected to rent rather than occupy his house. This 
is an entirely hypothetical figure; it does not represent 
an actual cash flow, nor does it at all relate to what the 
homeowner might be paying on his mortgage and re- 
lated obligations. Those payments, as well as the initial 
expenditure in buying a house, are not included in the 


ACCOUNTING FOR RENT 


To the government statistician the nation's home- 
owner has a split personality. On the one hand he is 
considered to be landlord, on the other a consumer 
renting from his entrepreneurial self. 

In developing its personal consumption expendi- 
tures account, the Department of Commerce adds 
to rent collected on tenant-occupied space an im- 
puted rental value of owner-occupied dwellings. 
This imputed figure is an estimate of the sum home- 
owners could be expected to receive had they 
offered their houses for rent. The expenses of the 
homeowner as landlord—mortgage interest, de- 
preciation, taxes, and related items—are subtracted 
from the imputed -rental value and the difference 
entered as personal net rental income on the plus 
side of the national accounts ledger. 

The homeowner's operating expenses are classi- 
fied as business transactions and are registered 
under the appropriate components of the gross 
income and product flow. The initial home-purchase 
expenditure is similarly considered to be a business 
Operation and the value of the house is entered as 
an investment under the subtitle of new residential 
construction. 


In reviewing developments in the consumer sector, 
one should note two things. First, close to a fourth 
of all personal consumption expenditures for sery- 


ices, as reported by the Commerce Department, 
consists of an imputed rental figure for owner- 
occupied homes, although no actual cash flow is in 
fact involved. Secondly, private spending for new 
homes, which presently amounts to about $15 billion 
to $20 billion annually, is considered to be an invest- 
ment and is not included under total personal con- 
sumption expenditures. 


Department’s accounting of personal consumption ex- 
penditures. They are considered business transactions. 

Given the problem of developing a system of national 
accounts that embraces and brings into balance all the 
complex transactions of modern economic life, the pro- | 
cedures used by the Commerce Department in the case 
of homeownership probably involve fewer difficulties — 
than any alternate approach. But certainly in drawing 
conclusions from statistical readings we must know 
precisely what the numbers mean. In the case of services 
we find that a substantial share of the apparent real 
increase in expenditures results from an imputed rent 
figure for owner-occupied dwellings. The crusade to the 
suburbs has sizably increased the count of private 
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homes. The Commerce Department has imposed a 
rental value on such structures and has inflated its 
estimate of service spending accordingly. In the mean- 
time, aggregate consumer payments on homes are less 
than imputed rental values. 

Thus, in practical terms, a sturdy proportion of the 
postwar increase in real service spending derives from 
statistical semantics rather than an actual cash flow of 
consumer resources. Certainly there is slim evidence for 
such characterization of the current scene as “the swing 
to services” or “the new economy of services.”’ 


Beyond Basic Essential Buying 


The essential point in the changing emphasis of con- 
sumer demand is the more obvious one: the decline in 
real spending for nondurables. With less going to that 
sector, demand for services and durable goods has grown 
moderately. In fact, the increased buying of durables 
has attracted less comment than it warrants. This may 
be because price rises have been relatively modest and 
hence the raw sales figures have not soared as spectacu- 
larly as they have elsewhere. Furthermore, the sharp 
fluctuations in the year-to-year fortunes of this business 
make measurement of short-term trends difficult. How- 
ever, we find that in real dollars total consumer spend- 
ing for durables in the second half of the past decade 
was about 25% larger than it was in the first five years. 
This is precisely the same growth figure registered for 
total service spending. Sales of nondurables in the mean- 
time advanced by a moderate 15%. Population meas- 
ured in the same way was up 9%. 

This spending pattern is typical of an affluent society. 
Having long achieved an adequate consumption level of 
the basic essentials, the average consumer largely em- 
ploys each additional increment in real income for new 
comforts and conveniences. This broad trend is likely to 
continue into the Sixties. More of additional spending 
power will go for durables and services, less for food and 
clothing. This particular configuration, however, may be 
less pronounced in the next ten years. Because of age 
distribution there was a slightly faster increase in house- 
holds than in population in the last decade; for the years 
ahead a reverse trend is anticipated. Demand for non- 
durables is generally related to person count, that for 
durables and to a lesser extent services, to the number of 
households. 

In terms of actual dollar expenditures, however, 
services will probably again set the pace in the coming 
years. The arithmetical process of growth in real living 
standards consists briefly of wages advancing more 
rapidly than prices. In the goods sector, a large part of 
the higher wage bill is offset by greater productivity. In 
the service area, however, labor input is high and the 
possibilities for automation are often limited. Thus 
prices more closely follow labor costs. 


Fasran LINDEN 
Division of Consumer Economics 


Announcements of Mergers and Acquisitions July 11, 1960—August 10,1960" 


Acquirer - ve 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


ACF-Wrigley Stores, Inc. ($70.2) 
Supermarket chain operator 

Advance Ross Electronics Corp. ($1.8) 
Television components mfr. 

Allied Chemical Corp. ($785.3) 
Chemicals, plastics, etc., mfr. 

Almac Plastics, Inc. (Less than $.1)* 
Plastic sheets, rods and tubes supplier 

Altamil Corp. ($6.0) 
Large machined structural compo- 
nents in high speed aircraft and 
missiles mfr. 


American International Bowling Corp. 


n.Q.) . 
Bowling alley chain operator 
American Molasses Co. ($25.0) 
Granulated and liquid sugar and 
molasses mfr. 
American Petrofina, Inc. ($97.1) 
Integrated oil producer 


American Pipe & Construction Co. 


($33.7) 
Boilers, tanks, concrete and steel pipe 
lines mfr. 
American Tree Farmer & Forestry 
Digest 
(Formed by merger of) 


Automatic Canteen Co. of America 
($57.3) 
Vending machines mfr., operator and 
lessor 


Automatic Retailers of America, Inc. 
($9.6) 
Vending machines operator 


Bell & Davidson, Ine. (n.a.) 
Advertising agency 


Beverages Bottling Corp. (n.a.) 


Bishop & Babcock Mfg. Co. ($2.1) 
Motor vehicle heaters, heater cores 
and auto radiators mfr. 

Blauner’s ($4.8) 

Discount department store, leased 
departments and _ specialty store 
operator 

Cal Ray Bakeries, Inc. ($1.9) 

Cookies, potato chips, etc., mfr. 


Carson Pirie Scott & Co. ($54.0) 
Department stores operator 

Casting Engineers (n.a.) 
Investment castings mfr. 


Cessna Aircraft Co. ($53.4) 
Airplanes, airplane parts, and auto- 
motive equipment mfr. 

C. G. Conn, Ltd. ($11.6) 
Band instruments mfr. 

Consolidated Foods Corp. ($126.0) 
Foods processor and distributor 


Crucible Steel Co. of America ($187.6) 
Steel mfr. F 

Daystrom, Inc. ($55.1) 
Electrical, electronic 
equipment mfr, 

Detroit Steel op ($114.8) 
Integrated steel producer 


and nuclear 


C. H. Dexter & Sons, Ine. (over $1.0)* 
Paper mfr. 


Blakemore Brothers Grocery Co. (n.a.) 
Supermarket chain operator 
Magneco Corp. (n.a.) 
Soft ferrite products mfr. 
Specialty Resins Co. (n.a.) 
Resins mfr. 
Aristocrat Plastics Co. 
(Business and facilities of) (n.a.) 
Aluminum Forge Co. (n.a.) 
Precision forged parts mfr. 


Executive Inn Motor Hotels Corp. 
(n.a.) 
Motor hotels operator 


Lanco Products Corp. (n.a.) 
Ingredients supplier for baking, ice 
cream and dairy industries 

28 producing natural gas wells (Hidalgo 

and Willacy counties, Texas) (n.a.) 
(Purchased from individuals headed 
by John L. Loeb) 

Peerless Concrete Pipe Corp. (over $.5)* 
Concrete pipe mfr. 


American Tree Farmer (7.a.) 


Forestry Digest (n.a.) 
Associated Canteen Corp. (San Fran- 
cisco, Cal.) 
(Assets of) (n.a.) 
Distributor 
Canteen Service Co. (San Joaquin, San 
Jose, Cal.) (n.a.) 
Distributor 
Commercial Discount Corp. ($19.9) 
Finance company 
Nationwide Food Service, Ine. (n.a.) 
Industrial and institutional feeding 
service operator 
Quick Cafeterias, 
N.Y.) (n.a.) 
Vending machine concern 
Kwik Kafe (Rochester, N. Y.) (n.a.) 
Vending machine concern 
Robert Acomb, Ine. (n.a.) 
Advertising agency 
Fisher-Beer Co. (n.a.) 
Variety store chain operator 
Buffington Electronics, Inc. (n.a.) 
Compact monitors to record brain 
waves, and heart impulses mfr, 
Multipane, Inc. (n.a.) 
Insulating glass mfr. 


Inc. (Rochester, 


Bay Distributing Co. (n.a.) 
(Increased ownership to 100% by 
purchase of 80% of the stock of) 
Fair (Kankakee, Illinois) (n.a.) 
Department store 


core Precision Casting Corp. (over 
1 


Investment castings mfr. 

McCauley Industrial Corp. (over $.3)* 
Propellers for business and private 
airplanes mfr. 

Best Mfg. Co. (n.a.) 

Saxaphone mfr. 
Jules Weber, Inc. (over $.1)* 
(Business of) 
Institutional trade food products dis- 
tributor and truffles mfr. 

Steel & Machine Tool Sales, Inc. 
(Sales organization of) (n.a.) 

Wiancko Engineering Co. (over $1.0)* 
Measurement and control instrument 
systems and transducers mfr. 

Portsmouth Corp. ($17.9) 

(93% of the stock of) 
Investment firm; interests in steel 
producing and iron mining concerns 

Chemical Coatings Corp. (over $.1)* 
Industrial finishes mfr. 
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Dorsett Electronics Laboratories, Inc. 
($1.4) 
Electronic data handling and control 
systems, airborne telemetering sys- 
tems, etc., mfr. 
Ducommun Metals 
($26.6) een 
Metals, tools and industrial supplies 
distributor 
Dunhill International, Inc. ($20.7) 
Pipes, lighters, tobacco, etc., dis- 
tributor, wholesaler and_ retailer; 
commercial and industrial property 
operator and investment company 
Dura Corp. ($27.1) 
Automotive parts, harvesting imple- 
ments and lawn mowers, etc., mfr. 
Dymo Industries, Inc. ($2.2) 
Labeling and identification equip- 
ment and tapes mfr. 


The Electric Storage Battery Co. 
($97.8) . 


& Supply Co. 


Electric storage batteries, dry cells, 
flashlights and related products mfr. 

Electro-Voice, Inc. ($5.3) 
Microphones, phonograph cartridges, 
speakers, test instruments, etc., mfr. 

Eureka Williams Corp. 
(Sub. of National 
Corp.) ($18.0) 
Electric household apparatus and 
electronic devices mfr. 

Extrudo-Film Corp. ($1.1) 
Polyethylene film mfr. 

FXR, Ince. ($4.3) 
Precision microwave test equipment 
mfr, 


Faradyne Electronics Corp. (n.a.) 


Union Electric 


Federal Mfg. & Engineering Corp. 
$1.4 
(Controlled by Victoreen Instrument 


0.) 
Electronic and photographic equip- 
ment mfr. 


Gamble-Skogmo, Inc. ($92.7) 
Retail store chain operator and auto 
supplies, sporting goods and electrical 
appliances wholesaler 


Gate City Steel, Inc.—Omaha ($7.6) 
(Controlled by Husky Oil Co.) 
Metal products warehouser; heavy 
structural and light steel fabricator 


General Box Co. ($8.3) 
Wirebound, wooden and corrugated 
paper boxes mfr. 


General Railway Signal Co. ($23.2) 
Railroad traffic control systems mfr. 

B. F. Goodrich Canada Ltd. 
(Sub. of B. F. Goodrich Co.) ($559.5) 
Tire and rubber products, chemicals, 
etc., mfr. 

Gould-National Batteries, Inc. ($43.9) 
Storage batteries mfr. 


Grant Advertising, Inc. (n.a.) 
Advertising agency 
Gulf and Western Industries, 
($11.5) 
Automotive parts mfr. and distributor 


Inc. 


Carter & Galantin, Inc. (n.a.) 
Training and merchandising equip- 
ment, audio visual devices, and sales 
and training films mfr. 


McCormick Steel Co. (n.a.) 
Warehouses and sales offices operator 


A.C. R. Corp. (n.a.) 
Personal holding company 


Page & Page Co. (over $.3)* 
Heavy-duty truck and trailer sus- 
pensions mfr. 

Roovers-Lotsch Corp. (over $.3)* 
Embossing equipment mfr. 


McGraw-Edison Co. 

(Nickel-iron alkaline battery business 
of Thomas A. Edison Industries div. 
of) (n.a.) 

Webster Electric Co. 
(Featheride phono 
cartridge div. of) (n.a.) 

Napco Plastics, Inc. (over $.1)* 
Injection molded plastics mfr. 


pick-up and 


N & N Plastic Extruders Corp. (n.a.) 


Budd-Stanley Co. (over $1.0)* 
Custom microwave components mfr, 


Richland Glass Co. 
(A subsidiary of) (n.a.) 
Precision glass products mfr. 


Design Tool Co. (n.a.) 


Nuclear-Electronics Corp. (over $.5)* 
Electronic, nuclear and radioactivity — 
equipment mfr. 

Investors Syndicate of Canada, Ltd. 

($142.8)2 
(Controlling interest, over 40% of the 
voting stock, in) 
(Purchased from Webb & Knapp 
(Canada) Ltd.) 
Installment savings certificate busi- 
ness operator 


L & S Steel Supply Co. (n.a.) 


L & S Steel Works, Inc. (n.a.) 


Riverside Box Co. (over $.3)* 
Boxes and crates for fruits and poul- 
try, industrial and corrugated paper 
shipping containers mfr. 

Regina Corp. (over $1.0)* _ : 
Electrical household appliances mfr. 

St. Lawrence Mfg. Co. a 
(Chemical foam production facilities 
of) (n.a.) 


Cyclone Filter Corp. 
(Operating assets of) (n.a.) 
Oil and air filters for gasoline and 
diesel engines mfr. 

Robinson, Fenwick & Hayes, Inc. (n.a.) 
Advertising agency 

Mal Tool and Engineering Co. (n.a.). 
Precision parts and assemblies for jet — 
engines and rockets mfr. 


[To be concluded] 


1 See The Conference Board Business Record, November, 1957 and July, 1960, 
of sources and methods used in this compilation and an analysis and summary 
or recorded 1959 mergers and acquisitions 


2 Canadian dollars 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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he accompanying table provides the information required for updating the 
ertinent charts in the publication, "A Graphic Guide to Consumer Markets,” 4 
yrepared by The Conference Board and sponsored by "lLife’ magazine 


e e 
Consumer Market Statistics 
Pages in 1960 
Guide* Series Unit 
June July Aug. Sept. Oct. Nov. p Dec. p 
Income 
15 Bersonala(S*A)oahis ste eieesenc eis Sek oe ces Billion dollars ll 404.2 lll 408.0 IV na. 
Disposable (S.A) soa we lk soci shank Billion dollars ll 354.1 Ill 357.5 IV na. 
Origins of personal income 
Wages and salaries!:? (§ A)............ 1947-49 = 100 23:6" “2A 24:6 eZ | 4copeeee V4.5 213.4 211.5 
17 Farm‘operations!:2\(S'A).3205...%5..... 1947-49 = 100 81.2 77.9 79.2 79.2 r8.18 r83.8 83.8 
Business and professions'!:? (§ A)......... 1947-49 = 100 166.8 166.8 166.4 166.4 166.4 1165.4 165.0 
Dividends, interest and rent':? (§ A)....... 1947-49 = 100 229.302 SOLO 232. cn 22 ee sol 233.6 233.6 
19 __ Discretionary income (SA)! ............. Billion dollars ll = 124.3 He 125.5 IV na. 
Employment and unemployment? 
21 Employmentawaee rs scievy a clue reigns. Thousand persons 68,579 68,689 68,282 67,767 67,490 67,182 66,009 
Unemployment gress oaks s 5 sk. cae vtisralacs Thousand persons 4,423 4,017 3,788 3,388 3,579 4,031 4,540 
Hours and earnings 
Average weekly hours worked........... Hours 40.0 39.8 39.8 39.5 39.6 r39.2 38.8 
23 Average hourly earnings............... Dollars 2.29 2.29 2027 2.30 2.30 r2.30 2.32 
Consumer credit 
25 Total credit outstanding'’*.............. Million dollars 53,497 53,653 53,928 54,128 54,201 54,626 n.a. 
97 Instalment extensions (S)'............... Million dollars 4,202 4,227 4,029 4,082 4,096 4,132 n.d. 
Instalment repayments (S)’............. Million dollars 3,860 3,978 3,861 3,890 3,966 3,946 n.a. 
Consumer funds: inflow and outgo 
Current receipts: 2. ccc seh ne Dae Serene Billion dollars ll 94.9 il = n.a. [Veuun-a. 
29 Plus: Insurance, retirement credits......... Billion dollars ll 98.1 il =on.a. IV na. 
Plus: Net increase in liabilities........... Billion dollars ll 102.8 Il =o n.a. IV na. 
Expenditures for goods and services...... Billion dollars MW 80.1 Wl =o na. IV n.a. 
31 Plus: Acquisition financial assets>.......... Billion dollars ll 84.3 Wl ona. IV na. 
Plus: Taxes, other deductions............ Billion dollars ll 100.4 li, nia: IV einta. 
Personal consumption expenditures 
35 Total expenditures (SA)! .............. Billion dollars il 329.0 328.3 IV na. 
Duyables}:Ai(SvA) Seep. oe bse se Sato 1947-49=100 Il 196.9 Il 188.9 IV na. 
37 Nondurables2i((SiA)inc s 2. oe Sigil ec ee 1947-49=100 Il 159.6 lil 158.7 IV. tein-a. 
SERVICES U.2a( SHA)! armwarteatiicnoe eine eh Sayers 1947-49=100 Il 233.3 HT 236.9 IV na. 
Retail demand? 
39 Retail sales: All stores (S)............... Million dollars 18,504 18,107 18,190 18,054 r18,540 118,421 18,156 
Retail sales: Chain stores® (S)............ Million dollars 4,105 4,108 4,079 4,099 4,090 4,065 n.d. 
Food Sales? 
43 Foodestore si(Siheacnnioateciniaten er accieds cara Million dollars 4,604 4,474 4,526 4,425 14,520 4,603 n.a. 
Restesurcuits (Si) sresie hota ASE tay -cch otal, Million dollars 1,355 1,348 URS) Iso2e erica 1,348 n.d. 
45 = Alcohol/sales: Liquor stores’ (S)........... Million dollars 419 416 418 404 = r397 413. na. 
47 Tobacco: Cigarette removals” (§ A)......... Billion units iH) 477 lll r470 IV 480 
49 Personal care sales: Drug stores (S)........ Million dollars 619 629 628 632 r637 642 n.a. 
Apparel Sales? 
5] Women’s apparel stores (S)............. Millioa dollars 437 451 460 447 450 435 n.a. 
53 Men's apparel stores (S)...........-... Million dollars 215 204 222 210 1206 210 n.a. 
55 Family, other apparel stores (S)......... Million dollars 270 257 266 r256 262 na. na. 
Shoerstores ('S)s,eocches oes cecarentersn. Million dollars 203 207 214 209 r195 193 n.a. 
57 Department stores: Total sales (S).......... 1947-49 = 100 141 145 149 1439 1 150 142° "na. 
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Consumer Market Statistics (Continued) 


Pages in ‘ 1960 
. a . it 
Guide perc ve June July Aug. Sept. Oct. Nov. p Dec. p 
Furniture and appliance sales® 
59 Furniture stores (5S) 2.2). cn ieee ee Million dollars 562 577 558 578 r581 550 n.a. 
61 Appliance stores\(S) sais yst es Million dollars 320 330 317 321 1317 307 n.a. 
63 Hardware: Retail sales? (S)............... Million dollars 244 253 230 231 1229 214 n.a. 
Housing 
65 New nonfarm housing starts! (S A)........ Thous. dwell. units 1,285 1,164 1,273 1,044 11,217 1,221 n.a. 
Single-family houses'..,............--. Thous. dwell. units 99.9 88.9 1100.7 178.5 84.4 n.a. n.a. 
67 Multi-family structures’... ............-. Thous. dwell. units 25.8 24.2 126.8 721.8 24.5 n.a. n.a. 
Automobiles and related products 
Automotive dealers: Retail sales? (S)...... Million dollars 3,142 2,796 3,016 2,971 £3,203 3,176 n.a. 
69 New passenger-car registrations......... Thousand units 595.9 546.5 525.4 458.8 547.5 n.a. n.a. 
Gasoline station sales? (S).............. Million dollars 1,462 1,474 1,456 1,466 1,482 1,460 n.a. 
71 Auto accessory store sales? (S)........... Million dollars 211 209 195 205 202 200 ~~ na. 
Service expenditures 
Housing ')2.(S1A) 3) ere cgs oe eee ete ie ele 1947-49=100 Il 242.9 ul 246.3 IV na. 
73 Household operation':? (§ A)............ 1947-49=100 Il 241.8 tT} 244.3 IV na. 
Transportation':? (§ A)................. 1947-49=100 Il 178.0 Hl 178.0 IV na. 
Advertising expenditures 
77 Combined media (S)...............5-. 1947-49 = 100 243 247 236 235 246 n.a. n.a. 
79 Magazines (S)istuctrteee cura ae. 1947-49 = 100 193 195 179 181 208 n.a. n.a. 
Newspapers: (S)..03. Se cs tee aes 1947-49 = 100 220 203 198 205 203 n.a. n.a. 
80 Network radio ($) i 2605 coches sewnes 1947-49 = 100 27 28 25 22 21 n.a. n.a. 
8] Network television (S)................. 1947-49 = 100 492 547 502 492 507 n.a. n.a. 
Spot television! . 1. ssc socinaeee nee Thousand dollars Il 160,648 ih = 125,012 IV na. 
Consumer price index : : 
AN teins) fee eae oes idee ele ieee OD eee 1947-49 = 100 126.5 126.6 126.6 126.8 27d 127.4 127.5% 
85 Durables.2 342 & -.50.5. sea eros 1947-49 = 100 111.5 U1 111.0 110.0 110.9 110.7. 110.8% 
Nondurables..3:-)) cc teen eee eee 1947-49 = 100 119.8 120.0 119.9 120.3 120.7 120.9 121.0 — 
SOIVICOS Astle. ore SENS aaah hae 1947-49 = 100 149.7. 150.1 150.3 150.8 151.2 151.3 151.48 
87 FOOd Sits cosenie os or te te ee ee 1947-49 = 100 120.3 120.6 120.1 120.2 120.9 121.1 121.4 
Apparel). tsa 502 joer #35 ae ae eee 1947-49 = 100 108.9 109.1 109.3 110.5 111.0 110.7. +110.6 
Housefurnishings................000005 1947-49 = 100 104.3 104.1 103.5 104.1 104.0 104.0 103.9 
89 Applionces.2 055 shave, aio Seton am leer 1947-49 = 100 82.4 n.a. n.a. 82.1 n.a. n.a. no. 
Automotive group. .............2..0005 1947-49 = 100 134.1 134.2 135.5 132.4 138.3 139.1 139.0 
91 Personal:care).. 3.2.6 hia nase eee 1947-49 = 100 13332 133.4 133.8 133.9 134.0 133.9 133.7m 
Household services: 2.5 6..4-0@ neon on hee 1947-49 = 100 138.9 139.1 139.2 139.8 140.1 140.1 140.0 | 
95 Retail inventories: All stores‘ (S)........... Million dollars 25,320 25,420 25,200 r25,340 r25,360 25,540 n.a. 
Production and distribution 
Processed foods: Output (S)............. 1957 =100 110 110 110 110 r110 108 n.a. 
97 Food wholesalers: Sales................ Million dollars 1,941 1,787 1,951 1,857 1,882 1,909 na. 
Food stores: Inventories‘ (S)............. Million dollars 3,040 3,040 3,040 3,020 r3,000 2,990 n.a. 
Apparel: Output (S)................... 1957 =100 121 121 119 ile} 114 114 n.a. 
99 Apparel wholesalers: Sales............. Million dollars 176 174 259 222 229 207. na. 
Apparel stores: Inventories‘ (S).......... Million dollars 2,740 2,750 2,780 2,790 12,780 2,780 na. - 
Furniture and rugs: Output (S)........... 1957=100 122 118 119 119 nts 114 na. 
10] Homefurnishings wholesalers: Sales....... Million dollars 226 189 232 239 1242 235 n.a. 
Furniture, appliance stores: Inventory‘ (S). . . Million dollars 2,050 2,090 2,100 2,060 r2,030 2,040 n.a. 
Appliances: Output (S)................. 1957 =100 121 119 116 110 r112 Me4 na. 
103 Television and radios: Output (S)......... 1957=100 109 97 87 93 82 178 83 
Appliance wholesalers: Sales............ Million dollars 362 333 366 371 r359 360 na. 
Autos: Output (S) 027 sae eee 1957 =100 123 108 114 119 123 109 97 
105 Automotive wholesalers: Sales........... Million dollars 573 510 557 537 r540 519 na. 
Automotive retailers: Inventories‘ (S)....... Million dollars 5,140 5,180 4,920 5,070 r5,240 5,420 n.a. 
1—New or extensively revised series. Comparable figures for earlier periods will be made available on request, : 2—Based on seasonally adjusted data at annual rates: 
3—Beginning January 1960, figures for Alaska and Hawaii are included. 4—End of period. 5—Includes life insurance premiums. 6—Eleven or more stores. 7—Tox-paid: 
S—Seasonally adjusted. A—Annual rates. n.a.—Not available. p—preliminary. r—Revised. e—Estimate. !'HV—Denotes quorterly figures. 
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Selected Business Indicators 


1960 1959 
er nook Series Unit 
ages December » November October December 
Industrial production 
eDOtalle) eee. sees wrk Pinte oS S84 Gemaito OOP awe oa ugh 1957=100 S 103.1 r 104.6 r 106.3 108.8 
1 Durables manlacturing sence «sce eee ees cet 1957=100 S 96.0 4 .98:2 r 100.8 106.7 
Nondurables: manufacturing.) .2. cic. see). ots 1957=100 S 111.5 rf 112°3 ry 113.4 112.4 
ANT GTAY TNS ya cn eR ect 5) wn: «poral aa tioners praete i okcabsr sey ea Ne 1957=100 S 96.0 r 96.9 r 96.9 98.4 
Wtiiticse-weir Case oer ee te on ce ek 1957=100 S 126.0 ry 125.8 Pew AYE) 119.8 
Wholesale prices 
Allicormeditied sings kok ras oak epost aeclo sed 1947-49 = 100 119.5 119.6 119.6 118.9 
ECARD T OGUICUS eaten PRE-SELS 5 virs, sass eyes ete) Gecietredie Shes 1947-49 = 100 88.7 89.9 89.5 85.9 
PTOCESSEG TOOUG) fare: ac ss ten feck clean ai eceratavs fobepaeeto ke Shre 1947-49 = 100 109.5 109.1 109.0 104.7 
endustralicommodities ies tacos eee eee 1947-49 = 100 127.9 PAs) 128.0 128.6 
Consumer prices 
PAUL EIS Seats ata, Tere Meets chsh his: hab ales oh Mahe ye 1947-49 = 100 n.d. 127.4 12763: 125.66 
5 EROO Gar ek Mee Nace <P MAL es eycine dallas 2 aero) x iat aaa fe 1947-49 = 100 n.d. 120aL 120.9 117.96 
Ali other commoditiesnn. ci ches sets woe eed ce tee 1947-49 = 100 n.d. 115.9 115.9 116.5} 
REN GE, chin teins nice ME tice ee adhe Same 1947-49 = 100 n.d. 142.7 142.5 140.5) 
PAllzother Services orks serene nse hereto ihe When ae 1947-49 = 100 n.d. 153.6 153.4 149.5b 
Prices received and paid by farmers 
& Prices TeCelvedinn, 2 aeite vmicten bcs ire a erabebislhs ce, AG Le 1910-14= 100 242 241 240 230 
PP TECCS AIC? Meee fee eee OEE ole SI Ce ee Mtoe 1910-14= 100 298 297 7297 296 
Ba mityeratiOoe pe Pie re tole. se Gokcis, tuo RIOT oe 1910-14= 100 81 81 81 78 
Employment and unemployment 4:> 
Civilian labor force: unadjusted.................. Thousand persons 70,549 71,213 71,069 69,276 
7 Civilianilabor force adjustedis a... scr cemele oa sales Thousand persons S 71,190 71,213 70,645 69,905 
Civilian employment: unadjusted................. Thousand persons 66,009 67,182 67,490 65,699 
Civilian employment: adjusted................... Thousand persons S 66,407 66,848 66,297 66,096 
WNemiplovinen te TaCek tc S dob ylccs aaceais Galt cance cieke 6.8 6.3 6.4 5.5 
Nonfarm employment 
OCA ee See ck oe ee Me chante sels eterieier suseals Thousand persons S 52,224 752,588 752,809 52,674 
8 Mantfactuning (ameter aoa tone ale een Thousand persons S$ 15,800 716,031 716,132 16,436 
INONIMA fact iein ge veccve<: Poesy Me voys Geis aioe te haha calc ls pelted dete Thousand persons S 36,424 736,557 736,677 36,238 
Factory production workers in durables............ Thousand persons S 6,614 r 6,749 r 6,824 7,137 
Factory production workers in nondurables......... Thousand persons S 5,114 r 5,204 ry 5,224 5,280 
Labor market conditions 
Help=walted mde nate, toitiess bates Sb aay eietere ale vere. 1957=100 79.0 82.2 84.6 103.5 
9 mem PlOVAINENeMALE’. cH. Helen cus cree chars ate ke ee oles ele S 6.8 6.3 6.4 5S 
ACCESSION LACE ae ool ge aes Oe SE me SNS Come TS n.d. 2.4 7 2.6 3.55 
TRAV OP aten cee cs an wc eee eae aleve Ge eh Ge Ben eu ase a TS n.a. Deg 2.3 2.30 
Average weekly earnings of production workers 
10 Average weekly earnings) Ag. file cei sdg, deloaineeite s Dollars 90.02 r 90.16 TOL 92.16 
Avera pe sweeklyy DOULSisn 5 ca eile vice atelee: uae Aeie ae Hours 38.8 r 39.2 39.6 40.6 
Average hourly Carmingsic. se \. coe ose wees ets es Dollars 2.32 r 2.30 2.30 227) 
Personal income 
EE ae oe ea Oa ena, ae a a Billion dollars S A 406.7 r 409.0 r 409.7 393.9 
11 PANO CaT REN as beh Jha Hala 5. we cits cd Bhatia oiler lens Billion dollars S A 282.1 r 284.7 286.1 275.5 
CHEM InCOMe aie oy ie sees wars ape Eee a teas oeilers salt Billion dollars S A 133.7 133.5 7432.9 126.3 
‘Pransler payments \/'s eae; aes Gis be sis ae cece Pete Billion dollars S A 30.8 ry 30.5 30.0 27.9 
| Instalment credit'° 
EEXLENSIONS sane et aie stein ears ue olen eee els hte eoeniels Million dollars S R nN.a 4,132 4,095 4,185b 
14 PROMS VINE CS cu ale wirsiie' seeds hemel cad 15 sve teuaire a oe esas Million dollars S R n.a 3,946 4,000 3,727b 
Change insoutstandings eis sen Su sare ee ees wheter 2 Million dollars S R n.a 186 95 458b 
AMOUNT OUGSbAN GIN Gos ere 2 ace lea ciete ss eeu deh eee Million dollars R n.d 42,703 42,591 39,024b 
New construction? 
BLiobc lee eet ear SER ect 6 Ge stared n Pyle vam ahs ncguk tier hago Million dollars SAR 54,835 55,011 54,736 55,436 
sDOtAl Pp hivate ch wee coc. cicada: 5 Lea were Re Oh Sine’ Ohne Ser inc Million dollars SAR 38,884 38,665 38,331 40,127 
1 8 otal pirblicn pee cite t ts cache Gite eos ete Ran! es el Million dollars SAR 15,951 16,346 16,405 15,309 
Private nonfarm residential? < a. Since ees «tee ote Million dollars SAR 21,978 21,496 21,228 23,901 
Private monresidentialiia..< 2,.cctnwe castle alovettas weit eas Million dollars SA 10,121 10,335 10,313 9,372 
Business sales and inventories 
A GtalanventOLies wey tan wes faites oe eke sis clench es rs, Million dollars S n.a 92,800 792,900 88,4000 
19 BOtal gales er seb eek steer cat cscs Ate pheuioe xtalancua.p Million dollars S n.a 59,800 760,300 59,1005 
Inventory-saleg ratios sake. Lasts watelerdin seta eae Boo nue * n.a 1.55 1.54 1.500 
Retail trade: Sales and inventories* 
LAV eTIEOKIES 2h Weta ay tara ainians. rattan, Semis @ eceteue 4 Million dollars S n.d. 25,540 725,360 24,2306 
20 Beles ae een L. on ketene tie at ie aa ve ile Million dollars S 18,156 18,421 718,540 17,485 
Inventory-sales ratio: Durables................... * n.d. 2.02 (a ES 1.94b 
Inventory-sales ratio: Nondurables............... * n.a 1.08 1.08 1.096 
Manufacturers’ Sales and inventories 
TTVERCOrIeS smite es athena Glee tein ee fen ceptions in Million dollars S n.a 54,040 754,380 51,6256 
21 SALES ses ens eet cae ce than Sites Maa hal cena. RGR 5 Million dollars S n.a 29,240 729,600 28,972b 
Inventory-sales ratio: Durables................... fs n.d 2.26 223 2.185 
Inventory-sales ratio: Nondurables............... - n.a 1.48 1.48 1.445 
Merchandise exports and imports 
EEX POTS Me Ret cae reat: eco ta arncia an Million dollars n.a 1,796 1,744 1,479b 
22 IEERDOLES etree tet eri ene Clee eae ee RS oo tical file Million dollars n.a 1,161 1,157 1,2826 
EeXLPOClSuIDlUSY sic acct cee ered es ees oh Grecia Million dollars n.a 635 587 197b 
Federal budget receipts and expenditures } 
23 Metensevexpendituresinnc, sic celeste iis ences ee Million dollars n.a 3,532 3,434 3,3196 
For quarterly data see below 
Money supply and turnover 
Money supply font ih vat ae cere celenieei Sarna a uleha stave Billion dollars 251.5 y 247.3 247.2 246.6 
24 Demand deposits adjusted and currency”.......... Billion dollars S 139.0 138.8 139.9 140.2 
Deposit turnover: New York City................ TTS A 57.8 Tm OSss 60.0 60.1 
Deposit turnover: 337 other centers............... TTSA 25.1 Tar202 25:5 24.9 
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Indicators (Continued) 


1960 1959 
Chartbook Benes Unit — ee 
Pages* December November October December 
Bank loans, investments and reserves 
OATS CSE Vath ees tee coy cr sis, Sars eack eas me peR a ae Million dollars 100,539 97,708 97,469 94,779 
25 linvestmentst tye nce ee cee. eae ore eae ees Million dollars 65,699 64,289 64,573 63,100 
COT Haldane Bieta c et tee ahs ciao a eet eee Million dollars 38,942 38,141 37,904 37,582 
INGE Aree TESELVES Otero 8 een o odeis sto hiere heeds Million dollars n.a. 593 r 489 —433b 
Interest rates 
Corporate: Ada Bonds  iygsag ors itech Glee ao % per annum 4.35 4.31 4.30 4.58 
26 Commercial paper, 4—6 months. .... 2. 4: ose wee = % per annum 3.23 3.28 3.30 4.388 
Government Securities: Long-term bonds.......... % per annum 3.88 3.93 3.91 4.27 
Government Securities: 3-Month bills............. % per annum DDT. 2.384 2.426 4.572 
Diffusion index 
Diffisiomindex; 65 eo eee eae oe eer +t 417 73.83 —2.50 —1.42 
27 i@usion index deumulativer soc 12 ee eee ot Ht 31.86 —r 36.03 39.86 49.52 
Industrial prodtiction Ye a. crn sereisr erekerteneieis ae 1957=100 S 103.1 ry 104.6 y 106.3 108.8 
Eight sensitive business indicators 
Residential building contract awards.............. Thous. sq. ft. fl. sp. S 104,067 125,554 113,428 123,437b 
Commercial, industrial building contract awards.... Thous.sq.ft.fl.sp.S 39,123 40,771 41,831 39,444 
New orders, durables. see eeiie saber einins sca eee Million dollars S n.d. 13,470 713,740 13,7216 
28 Average worksweelk js oc ie ters sceia a crwiranieteveleioteunc ee Hours S 38.4 TSO 39.5 40.2 
Raw material si pricesei iy srenects ace ctesletencee antes name kee tae 1947-49 = 100 82.0 83.0 83.5 83.9 
Stock prices, "iIndustrials..4 s4).2/.4.6 + sadew see oe 1941-43 =10 60.10 59.31 58.15 63.36 
Newsincornporations (menace eee nents Number S 14,281 14,954 14,274 16,008 
Businéss failures 5 .,°.cucteaetae  xcciie sehen Sictelst atenenea cats Number S 1,492 1,383 1,347 1,191 
eherbook 1960 1959 
artboo : : 
Pages* Series Unit Iv Ill U IV 
Quarter ~ Quarter Quarter Quarter 
Gross national product 
Total Aer ese ee rele as Satie ECE Sea Billion dollars S A 503.5 503.5 505.0 486.4 
2 Change in business inventories................... Billion dollars SA —4.0 0.6 5.3 4.7 
Binal demandes. cf). eee ores hae eee ane Billion dollars S A 507.5 502.9 499.7 481.7 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A 332.0 328.3 329.0 319.6 
3 Gross private domestic investment................ Billion dollars S A 65.8 70.8 155 70.8 
Net exports of goods and services................. Billion dollars S A 4.0 Suh 2.0 —0.4 
Government purchases of goods and services....... Billion dollars S A 101.7 100.7 98.6 96.4 
Disposition of personal income 
Personal income: Sa ov eteiyeek ony oc uenyaas ee a oon Billion dollars S A 408.5 408.0 404.2 389.0 
12 Disposable personal imecomies. wide ees oo ee Billion dollars S A 358.1 357.5 354.1 342.4 
Personal consumption expenditures............... Billion dollars S A 332.0 328.3 329.0 319.6 
Saving as per cent of disposable personal income.... Per cent wes 8.2 Lipa 6.7 
Discretionary incesre 
Discretionary. AMCOMe As. a8 aie, case yearn a enaveravers cease Billion dollars S A R 122.4 124.7 123.9 118.4 
Discretionary. fund csc oaccsss ae S: neo ee ee Billion dollars S A R 171.8 174.3 176.2 168.6 
13 Per cent changes over previous quarter: Personal dis- 
HOSA DIGvIN COME wom, eete ee Aerie bs eee ers Ries ere Per cent 0.2 1.0 (De MD) L2 
Per cent changes over previous quarter: Discretionary 
e INCOME): cache feos clashed) a5, = Sota ott ee sl ease Per cent R SS es 0.6 1.6 0.8 
Corporate profits'® 
INet*before taxes essen Meee: Cee eo aa Billion dollars S A n.a 41.5 45.7 45.36 
Tax Wabilitys.4 Gos e fasts cies anise foe ie re eke oe Billion dollars S A n.a 20.3 22.3 22.36 
15 Neb profits. ane cue Pe ene aioe mere cre Billion dollars S A n.a, 21.3 23.4 22.96 
Dividend payments... ob ances acdc ee ta alee ae Billion dollars S A 14.1 14.0 13.9 13.8 
Retainedsearningsn =<. perk ee eee ee eee ee Billion dollars S A n.d. hes 9.5 9.36 
Business expenditures for plant and equipment 
Rota se ete et ee ee nts Sete ace ae es Billion dollars S A 35.60 35.90 36.30 33.60 
16 Manufacturing, yc inet oe avn se = cian ocean oie Billion dollars S A 14.30 14.65 14.70 12.85 
Nonmanufacturing: Public utilities................ Billion dollars S A 5.90 5.60 5.70 5.50 
Nonmanutactuxings Otherae > sso nmantetees teers Billion dollars S A 15.40 15.65 15.90 15.25 
Capital appropriations 
ADDFOPLACIONS iA orgs see ec oa en ae hehe Billion dollars S A n.d. 1.86 2.02 2.446 
Expenditures..... ws Oh alte oe Made. dics “Ped ah see oetet ates bear Billion dollars S A n.d. 2.26 2.18 1.796 
17 Change in backlogs? see shoe - eee ee Billion dollars S A n.d. (0252 —0.30 0.476 
New appropriations: Durables. ...............2.:. Billion dollars S A n.d. 0.83 1.03 1.096 
New appropriations: Nondurables................. Billion dollars S A n.d. 1.03 1.00 1.356 
Federal budget receipts and expenditures 
RIECELD Ess +s. Laat oe eee ene eten chee ain eee Million dollars n.d. 18,563 22,418 17,3296 
23 Expendituresic. sei tcths es age ei hae cote ere Million dollars n.a. 19,768 18,695 19,1376 
Surplus or deficit sate 3.24 ae coe Ses crete etn Million dollars n.d. 200 3,722 —1,8086 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F, W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; Tuk ConrereNncE Boarp. : 

1 Excluding farm and food. ? Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. ® Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. 8 Excludes personal contributions to social security included in com- 
ponents, 9 Includes wages and salaries and “other labor income.” !° Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. !! Exten- 
sions minus repayments. #2 End of period. ' Includes grant-aid shipments. ' Privately 
held; includes demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits, and currency outside banks. !° All member banks; loans and invest- 
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ments, Wednesday nearest end of period; net free reserves, average of daily closing 
figures. 16 Commercial, industrial and farm loans of weekly reporting member banks; 
Wednesday nearest end of period. Starting with July 1958, not comparable to earlier 
data; includes loans to non-bank financial institutions. 17 Includes Hawaii. 18 Gross 
national product less change in business inventories. !9 All data are before inventory 
valuation adjustment. 2° Reflects cancellations, not shown separately. S—seasonally 
adjusted. A—annual rate. R—Series revised. a—For the I Quarter of 1961, anticipated 
outlays are: Total 34.90; Manufacturing, 14.30; Nonmanufacturing, Public Utilities, 
5.70; and Nonmanufacturing: Other, 14.90. b—November, 1960 for monthly data; 
III Quarter 1959, for quarterly data. p—preliminary. r—revised. * End-of-month 
inventory, divided by sales during the month. + Monthly rates per 100 employees. 
tt Debits divided by deposits. ttt Diffusion index stated as the average duration in 
months of expansion or contraction. n.a.—not available. “ Chartbook f Current Busi- 
ness Trends (1961 Edition), Tur Conrerence Boarp, Copies available to Board 
Associates on request 
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BUSINESS RECORD 


In the January Management Record 


Unemployment Compensation in Labor Disputes—Can em- 
ployees qualify for unemployment compensation when 
deprived of work by a labor dispute? Obviously the 
answer to this question can have a decisive influence on 
collective bargaining strategies. For if it is yes, then the 
union knows that striking workers will have from 
twenty to thirty-nine weeks of benefits to fall back on. 
If it is no, then management knows that the union’s 
ability to sustain a long strike is less. 

Actually, the answer can be yes or no. The states do 
not follow uniform practices in granting or denying UC 
benefits to strikers. And while all states have laws bar- 
ring benefits to strikers, all but nine states have what 
might be termed “escape clauses” or exemptions. This 
article presents a technical examination of the labor 
dispute disqualification provisions of fifty states and the 
District of Columbia, together with a consideration of 
the various exemptions. Included is a discussion of the 
controlling statutes, the rulings made by administrative 
agencies, and the developing case law. 


College Recruitment in 1961—This article presents a sum- 
mary of the fifteenth annual Endicott survey of college 
recruitment. The cooperating companies report that (1) 
starting salaries for top graduates will continue to rise 
in 1961, breaking the 1960 ceiling by from 2% to 3%, and 
(2) they will be seeking 6% more engineers but 3.2% 
fewer liberal arts graduates than in 1960. Also contained 
in the article is a discussion of what the surveyed com- 
panies believe are the five problem areas of college 
recruitment. 


A Small Company's Unique Hiring Practice—Ace Electron- 
ics, Inc., of Somerville, Massachusetts, directs its prin- 
cipal recruiting efforts toward the disabled. Seventy-five 
per cent of the firm’s employees suffer from physical 
handicaps. Yet the company is not a sheltered work- 
shop. It is a growing profit-making business that 
operates in a competitive market without benefit of 
subsidies. This article describes the history and opera- 
tions of this unusual firm. 


EVERY MONTH... 


) “Selected Business Indicators” (see pages 47 and 48) appears in The 
Business Record. So that these figures may be regularly plotted, the Board 
provides the Chartbook of Current Business Trends. Now off the press, the 1961 
edition carries, besides the more than one-hundred indicators in the earlier 
editions, the Board’s recently developed series on help-wanted advertising, 
discretionary income, and capital appropriations in manufacturing industries. 
For perspective, the charts furnish to users a ten-year historical span. 

Initial copies of the new edition are available to Associates upon written 
request. Extra copies are available to Associates at $2. 
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